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DEFENSE OF THE NATIONAL BANKING SYSTEM. 


The excitement among the banks of this city, on account of 
the attempt to tax their surplus, has called forth a remonstrance 
from our New York Clearing-House, which has been published, 
and should be read by every banker and bank officer, not only in 
this State, but throughout the country. The near approach of 
resumption, and the severe pressure to which the process will sub- 
ject the banking community throughout the United States, should 
draw closer the bonds of union between all classes of banking 
institutions. 

In the report of the Secretary of the Treasury a suggestion is 
made as to the defense of the National Banking law, and in 
the report of the Comptroller of the Currency a long, elaborate 
argument is given on this subject. The prominence thus given to 
the work of defense suggests that the enemies of the National 
Banking system are about to attack it with new energy. If this 
be done, it will lead the public to scrutinize the National Banking 
system, that they may measure its usefulness and ascertain its 
value. In conducting such an investigation, several points demand 
attention. And first of all, we need scarcely be reminded that the 
National Banking mechanism is only one of the four distinct parts 
into which the great fabric of our banking organism is divided. 
That fabric consists of State Banks, private Banks, and Savings 
Banks, as well as National Banks. The chief difference between 
the National Banks and the other banks is well known to be that 
the former* issue notes, while the latter issue no notes. Another 
difference is, that the National Banks are subjected to the scrutiny 
of the Comptroller of the Currency and his examiners, while the 
other banks are not subject to the scrutiny of the Federal Gov- 
ernment at all. These and other differences apart, all the banks, 
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—the savings banks, the private banks, the State Banks and 
the National Banks—are closely held together as integral parts, 
associated members, of the great body of our financial system. 
Hence, in defending our National Banks we are not of necessity 
contending or arguing against the other banks. On the contrary, 
we claim it as one of the advantages of the National system 
of banks that it has conferred a new strength upon the whole 
complex organism of finance and banking throughout the country. 

Hence it follows that there are two leading methods accord- 
ing to which we can conduct the defense of the National Banking 
system. We may either show that its assailants are attacking the 
financial machinery of the country, of which the National Banks 
are so important and so vital a part, that if the latter be seriously 
impaired, the former will have its equilibrium disturbed, and will 
lose that stability which is one of its most fundamental requisites ; 
or, secondly, we may discuss the question from another point of 
view, and demonstrate that the attack on the National Banks 
assails the currency system, and threatens to delay indefinitely the 
resumption of specie payments. Either of these defenses opens 
the way to a long and interesting series of arguments. We shall 
offer a few remarks now upon the currency branch of the discus- 
sion, as it is the more popular at the present moment. 

When our civil war began, the circulating medium of the 
country consisted almost wholly of bank-notes issued by numerous 
independent corporations variously organized under State legisla- 
tion, of different degrees of credit, and very unequal resources, 
administered often with much ability, but still frequently with 
little skill, prudence, or integrity. The acts of Congress, then in 
force, prohibiting the receipt or disbursement, in the transactions 
of the National Government, of anything except gold and silver, 
and the laws of the States requiring the redemption of bank-notes 
in coin on demand, prevented the disappearance of gold and 
silver from circulation. We had then no National currency 
except coin; there was no general regulation of any other currency 
by National legislation; and no National taxation was imposed in 
any form on the State bank-notes. It will be interesting to trace 
the successive steps by which the task was achieved, which no 
other Government in the world has ever accomplished, of sup- 
pressing a vast system of bank-note currency, and substituting for 
it an issue of Government notes. The various steps in the 
process were as follows, and the success they secured will always 
constitute one of the most noteworthy parts of our financial history. 

The first act authorizing the emission of notes by the 
Treasury Department for circulation was that of July 17th, 1861. 
The notes issued under this act were Treasury notes, payable on 
demand in coin. The amount authorized by it was $80,000,000, 
and was increased by the act of February 12th, 1862, to 
$60,000,000. On the 31st of December, 1861, the State Banks 
suspended specie payment. Until this time the expenses of the 
war had been paid in coin, or in the demand notes just referred 
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to, and, for some time afterwards, they continued to be paid in 
these notes, which, if not redeemed in coin, were received as 
coin in the payment of duties. 

Subsequently, on the 25th of February, 1862, a new policy was 
adopted. The Government notes hitherto issued, as has just been 
stated, were called Treasury notes, and were payable on demand 
in coin. The act now passed authorized the issue of bills for 
circulation under the name of United States notes, made payable 
to bearer, but not expressed to be payable on demand, to the 
amount of $150,000,000; and this amount was increased by 
subsequent acts to $450,000,000, of which $50,000,000 were to be 
held in reserve, and only to be issued for a special purpose, and 
under special directions as to their withdrawal from circulation. 
These notes, until after the close of the war, were always 
convertible into, or receivable at par for, bonds payable in coin, 
and bearing coin interest, at a rate not less than five per cent., 
and the acts by which they were authorized, declared them to be 
lawful money and a legal tender. 

This currency, issued directly by the Government for the dis- 
bursements of the war and for other expenditures, was not regarded 
as an object of taxation. But on the 25th of February, 1863, 
the act authorizing National Banking associations was passed, in 
which, for the first time during many years, Congress recognized 
the expediency and the duty of imposing a tax upon currency. 
By this act a tax of two per cent. annually was imposed on the 
circulation of the associations authorized by it. Soon after, by 
the act of March 3d, 1863, a similar but lighter tax of one per 
cent. a year was imposed on the circulation of State Banks in 
certain proportions to their capital, and of two per cent. on the 
excess; and the tax on the National Associations was reduced to 
the same rates. Both acts also imposed taxes on capital and 
deposits, which need not be noticed here. At a later date, by the 
act of June 3d, 1864, which was substituted for the act of Feb- 
ruary 25th, 1863, authorizing National Banking associations, the 
rate of tax on circulation was continued and applied to the whole 
amount of it, and the shares of their stockholders were also sub- 
jected to taxation by the States; and a few days afterwards, by 
the act of June 3oth, 1864, to provide ways and means for the 
support of the Government, the tax on the circulation of the State 
Banks was also continued at the same annual rate of one per 
cent., as before, but payment was required in monthly install- 
ments of one-twelfth of one per cent., with monthly reports 
from each State Bank of the amount in circulation. It can 
hardly be doubted that the object of this provision was to 
inform the proper authorities of the exact amount of paper 
money in circulation, with a view to its regulation by law. 

The first step taken by Congress in that direction was by the 
act of July 17, 1862, prohibiting the issue and circulation of 
notes under one dollar by any person or corporation. The act 
just referred to was the next, and it was followed some months 
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later by the act of March 3d, 1865, amendatory of the prior In- 
ternal Revenue acts, the sixth section of which provides that 
every National Banking association, State Bank, or State Banking 
association, shall pay a tax of ten per centum on the amount of 
the notes of any State Bank, or State Banking association, paid 
out by them after the rst day of July, 1866. The same provis- 
ion was re-enacted, with a more extended application, on the 
13th of July, 1866, in these words: “Every National Banking 
association, State Bank, or State Banking association, shall pay a 
tax of ten per centum on the amount of notes of any person, 
State Bank, or State Banking association, used for circulation, and 
paid out by them after the 1st day of August, 1866, and such 
tax shall be assessed and paid in such manner as shall be pre- 
scribed by the Commissioner of Internal Revenue.” The constitu- 
tionality of this last provision has been affirmed by the Supreme 
Court. 

At the time when the policy of taxing bank circulation was 
first adopted in 1863, Congress was inclined to discriminate for, 
rather than against, the circulation of the State Banks; but 
when the country had been sufficiently furnished with a National 
currency by the issues of United States notes and of National 
Bank notes, the discrimination was turned, and very decidedly 
turned, in the opposite direction. In deciding the question 
whether or not the tax of ten per cent., imposed on State Banks 
or National Banks paying out the notes of individuals or State 
Banks used for circulation, is repugnant to the Constitution of the 
United States, Chief Justice Chase spoke as follows in delivering 
the opinion of the Court: 

“Tt cannot be doubted that under the Constitution the power 
to provide a circulation of coin is given to Congress. And it is 
settled by the uniform practice of the Government and by re- 
peated decisions, that Congress may constitutionally authorize the 
emission of bills of credit. It is not important here, to decide 
whether the quality of legal tender, in payment of debts, can be 
constitutionally imparted to these bills; it is enough to say, that 
there can be no question of the power of the Government to 
emit them; to make them receivable in payment of debts to 
itself; to fit them for use by those who see fit to use them in 
all the transactions of commerce; to provide for their redemption ; 
to make them a currency, uniform in value and description, and 
convenient and useful for circulation. These powers, until re- 
cently, were only partially and occasionally exercised. Lately, 
however, they have been called into full activity, and Congress 
has undertaken to supply a currency for the entire country. 

“The methods adopted for the supply of this currency may 
be briefly explained. It now consists of coin, of United States 
notes, and of notes of the National Banks. Both descriptions of 
notes may be properly described as bills of credit, for both are 
furnished by the Government; both are issued on the credit of 
the Government; and the Government is responsible for the re- 
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demption of both,—primarily as to the first description, and imme- 
diately upon default of the bank, as to the second. When these 
bills shall be made convertible into coin, at the will of the holder, 
this currency will, perhaps, satisfy the wants of the community, in 
respect to a circulating medium, as perfectly as any mixed cur- 
rency that can be devised.” 

Such is the judicial statement of Chief-Justice Chase, who was 
Secretary of the Treasury when our present currency system was 
founded, and to whom it owes both its existence and its chief 
features. In the whole of the preceding narrative we have followed 
as closely as possible his various statements on the history of our 
monetary development. From the whole we deduce three conclu- 
sions: first, that our National Banking system was designed and 
constructed as a system of specie-paying banks; second, that in 
the work of resumption our National Banks must necessarily play 
an important part, and that they ought to begin at once to accu- 
mulate specie in their vaults in addition to that stored up in the 
Treasury ; third, that these and the other functions of the National 
Banks are so vital, and are so closely connected with the prosperity 
of our whole financial mechanism, that those who attack the 
National Banking system with a view to subvert it, are incurring 
the danger of retarding specie payments, and of indefinitely post- 
poning resumption. 

SS 


RESUMPTION IN A NEW PHASE. 


Among the conflicting expedients by which it has been of late 
proposed to resume specie payments there is one which seems to 
have been lost sight of, although, earlier in the history of our 
paper money, it was often suggested as a not unlikely method by 
which coin payments might be re-established after the country 
became tired of the perils, losses, and dangers of irredeemable 
paper money. The project referred to is the reduction of the 
value of our coin, so as to make the gold dollar worth no more, 
in intrinsic value, than the silver dollar. We some time ago 
received an essay from a thoughtful and experienced business man, 
arguing in favor of this device for resuming specie payments. 
His arguments were two. First he showed the advantages and 
practicability of this plan of resumption; and, secondly, he argued 
that in adopting it, the United States would simply follow out to 
its legitimate conclusion, a precedent which had previously been 
adopted, on several occasions, during its monetary history. 

The recent fall in gold has revived this discussion. We are of 
opinion that the foundations on which this mechanism for resump- 
tion rests are not worthy of the consideration they have received. 
Its friends defend it by three arguments. First, they expatiate on 
the injustice of raising the value of the unit of money in which 
contracts are expressed, and the oppression such changes work to 
the debtor class. Secondly, they declare that the chief objects of 
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redemption can be obtained without perpetrating such injustice. 
Thirdly, they affirm that, prior to the Legal-Tender Act of 1862, 
the monetary history of the United States offers several precedents 
in favor of the project of depreciating the coin. In reply to the 
first two arguments, it is enough to say that they much exaggerate 
the evils of raising the standard of our paper money to the old level 
of coin, and they also ignore other evils of infinitely greater mag- 
nitude, which would be let loose upon the country if the coin 
standard were to be tampered with. But, even were this not the 
case, the objection comes too late, inasmuch as the evils referred 
to, if real, have now nearly reached their end, inasmuch as a very 
little further advance will be enough to bring our paper money to 
par with coin, as it has already fallen to about 13 per cent. 
premium. With regard to the third argument, it rests on facts 
which just now have a special interest. 

In this argument it is affirmed that in the United States the legal- 
tender coin has been three times changed in its standard. The 
first change was made in June, 1834, when the gold coinage was 
reduced about 6 per cent. in value; the second change was 
made in 1851, when the three-cent pieces were first coined; and 
the third change, in 1853, when the fractional silver coinage was 
reduced some 6 per cent. in value. The reply is that these smaller 
coinages were restricted as legal tender within such very narrow 
limits, and for such fractional and special uses, that, practically, 
these laws did not operate as debasements of the coin at all. 

From the first issue of coin by the Government to the year 
1873, the unit of calculation and of coinage, the silver dollar, 
remained the same. It was always of the same intrinsic value 
as when first coined; whatever changes have been made to bring 
the other coin into more actual and just relation to it. 

Such, at least, was the character of the changes of our specie 
currency before the passage of the late coinage law, whose pro- 
visions effected a radical change in our silver currency, which we 
will leave for future discussion, inasmuch as these recent changes 
do not enter into our present argument, which is solely concerned 
with the coinage changes prior to the existing paper money 
inflation. 

When the subject of coinage was first considered by the 
Confederation, it was proposed to have a unit of account and of 
coinage much smaller than the dollar, and to employ the decimal 
system. Mr. Tefferson, while recommending the adoption of the 
decimal system, suggested a coin equal to the then existing 
Spanish milled dc!lar as the unit of value. His recommendation 
was adopted, and the dollar has ever since remained the same. 

The first coinage was under the act of April 2, 1792, and that 
act provided that the coinage should be of both gold and silver, 
and that the relative value of the two metals should be as fifteen 
to one; that is, that 1 ounce of gold should be taken as the equal 
in value of 15 ounces of silver. By that act, “dollars or units,” 
as they were styled, were each to contain 371 4-16 grains of pure 
silver, and to weigh 416 grains, according to the then standard, 
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which was, for silver, “1,485 parts, pure or fine,” to 179 parts 
alloy; and eagles, “each to be of the value of ro dollars or 
units,” and to contain 247 4-8 grains of pure gold, and to weigh 
270 grains, according to the then standard for gold, which was 11 
parts pure to 1 part alloy. 

Both of these precious metals were, after that, coined as money; 
both became lawful money, and therefore, a tender in payment of 
debts due in money, even if not so declared by law; just as 
coals, for the specified kind, are a lawful tender in discharge of 
contract for coal, and cotton, of a contract calling for cotton. 
But in the lapse of years great economic causes were set in 
operation, and the relation in value existing and established by 
Congress in this act of 1792, between the two precious metals, 
was lost. Owing to the increased produce of silver, and perhaps 
to the increased demand by the commerce of the world for gold, 
as well as to other causes heretofore specified, the relative value 
of silver and gold had so materially altered that, by 1823, the 
Secretary of the Treasury called the attention of Congress to the 
fact that gold had relatively appreciated in value. The debate 
upon the bill shows how anxious Congress was to get at the 
true relative value of the two precious metals, and to fix the 
coinage accordingly. Opinions as to the relative values of gold 
and silver ranged from 15°60 to 1, to 16 to 1. The majority of 
those best qualified from their pursuits to understand the subject, 
including the New York banks, regarded the true ratio to be as 
15°62 to 1, although for several previous years it had averaged 
15°80 to 1. But Congress, at the instance of the friends of 
metallic money, determined to adopt 16 to 1 as the relative 
value; partly because that seemed to be the ratio which had 
proved practically the most correct in the countries which had 
adopted it; partly because the variation from the true relation 
was, so small, it might safely be disregarded; and partly because 
it was believed that the relative appreciation of gold which had 
been so long going on would continue, and that the slight over- 
valuation of it would be thus in time corrected. By this act the 
eagle was reduced from 247 4-8 grains of pure gold, as required 
by the act of 1792, to 232 grains of pure gold, or about 6 per 
cent. in intrinsic value. »But, so far from Congress assuming any 
power to materially depreciate the coinage or impair the rights of 
creditors, the power of Congress to make depreciated coin a legal 
tender was expressly disclaimed. 

But, while Congress thus reduced the standard of our gold 
coinage, so that one hundred dollars of the new gold coins were 
hardly equal in intrinsic value to ninety-four dollars of the former 
gold coinage, yet in fact Congress did absolutely nothing to impair 
the obligation of contracts, or to destroy the rights of the creditor. 
From the beginning the debtor had the right to pay in the coin- 
age of either of the precious metals. At first these were of equal 
value, and payment in either was indifferent. Gradually the gold 
appreciated or the silver depreciated, and then, of course, the 
debtor who owed $1,000, and had $940 of the then gold coinage, 
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could exchange his gold for $1,000 in silver coin, and discharge 
with these his debt of $1,000. 

Following this act of June 28, 1834, Congress passed an act on 
the same day, conforming the value at which foreign coins were 
to be rated at their true intrinsic value. 

In 1837 Congress fixed the standard of both gold and silver 
coin at nine-tenths fine; that is, nine parts of pure metal to one 
of alloy. By this change the gross weight of the dollar was re- 
duced to 412% grains, but the /imeness was correspondingly 
increased, and the dollar therefore continued to contain nine- 
tenths of 41214—371 4-16 grains of pure silver, as provided for 
the dollar when first coined, and to remain, therefore, of the same 
intrinsic value as before. And the gross weight of the eagle was, 
by the same act, somewhat increased; but it continued to contain, 
however, 232 grains of pure gold, as provided by the act of 1834. 
This change in the gross weight of the silver coinage has led to 
the idea that it was then debased, the corresponding increase in 
its fineness having been overlooked. 

As to later changes in the silver coinage, we find that for 
nearly twenty years after the passage of these laws of 1834, the 
relations between the precious metals remained undisturbed, so that 
no action by Congress was required. But the unlooked-for dis- 
coveries of gold in California disturbed again, and in a reverse 
direction, the relation between the two metals, and thereafter sil- 
ver advanced and gold declined in relative values; so that by 
1853 silver attained a marked premium over the gold coined since 
the act of 1834, and a scarcity of silver coin had begun to cause 
embarrassment. Congress, however, did not thereupon generally 
depreciate the silver coinage. There were many persons who 
urged upon Congress the necessity of appreciating the gold coin- 
age. Instead, however, of adopting this policy, Congress author- 
ized a token coinage. They depreciated the small silver coin. 
They reduced the standard coins, for parts of dollars only, about 
six per cent., so that two half-dollars or four quarter-dollars were 
no longer equal to a one-dollar piece. But these depreciated 
coins were restricted from being legal tender for any sum greater 
than five dollars in all, although the smaller silver coin of the 
earlier coinage remained a legal tender for any amount. 

Prior to this, in 1851, Congress had established a token coin- 
age of silver. They directed the coinage of three-cent pieces, of 
a fineness and weight which gave them a value of only eighty 
cents on the nominal dollar of these pieces. Hence the pieces of 
three-cent coinage were worth intrinsically only 8°, of one silver 
dollar. But these pieces were only made a legal tender to the 
extent of thirty cents in the aggregate, and their issue was very 
limited, and was after a short time dropped, and, by the act of 
1853 their intrinsic value was raised to the standard of that of 
the other fractional silver currency. 

During this whole period there were changes in the copper 
coinage. Congress, in 1793 and 1796, reduced the weight and 
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the intrinsic value of the one-cent coin to accord with the in- 
creased value of copper, the planchets for which Government had 
to import. These cents, however, were not made a legal tender. 

The interference by Government with the rights of creditors by 
regulations of the coin have, therefore, been, as we said, three in 
number: 1. By the act of 1834 a possible, but disputed and 
doubtful, depreciation, if of anything, of less than one per cent. 
2. By the act of 1851 a depreciation of fractional silver coin (the 
three-cent piece) to an extent qvhich could not, in the largest ten- 
der, exceed six cents; shortly, however, altered so that it could 
not exceed in the aggrenate two cents. 3. By the act of 1853 a 
depreciation of fractional silver coinage, to an extent which could 
not exceed in the largest tender thirty cents. 

We might pursue this argument further. But enough has been 
said to show that in the coinage laws, prior to the suspension of 
specie payments in 1862, no precedent can be found for the dan- 
gerous innovations through which resumption is by some of our 
theorists proposed to be realized. 


ee eee 
TWO PRINCIPLES OF USURY REFORM. 


BY DR. GEORGE MARSLAND. 


There are two principles according to which it is’ possible 
to reform our usury laws. We may either repeal the penalties of 
usury altogether, as most commercial nations have done; or we 
may pass a compromise measure making the penalties so light 
that practically it is not worth any one’s while to enforce them. 
The second of these two plans was adopted in our National 
Banking law, which a recent decision has made paramount to the 
State usury laws so far as the National Banks are concerned. 
This decision of the United States Supreme Court, as we 
explained last month, will necessitate a change in the State usury 
laws, so as to make them conform in practice to the usury sec- 
tion of the National Banking law. 

In Europe the other principle has been for the most part 
adopted. In the leading commercial nations, in Holland, in 
France, in England, and elsewhere, a uniform tendency has been 
exhibited to get rid of restrictions on the rate of interest. In 
England this reform was agitated as long ago as the close of the 
Napoleonic wars. In 1818, a special committee of the House of 
Commons, after taking voluminous evidence, reported unanimously 
in favor of it. The most eminent financiers, merchants, economists, 
and manufacturers supported repeal. Their efforts were repulsed 
again and again, till at length the final victory was won. On 
the 5th August, 1854, after thirty-six years’ agitation, Parliament 
passed the law (17 and 18 Vict., c. go) which wholly abolished 
the old penalties of the usury law, and no harm came of it any 
more than in Massachusetts twelve years later. Money still con- 
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tinues to be loaned in England on bond and mortgage at as low 
interest as before. In Great Britain, as in New England and at 
the West, the mass of needy men can borrow upon real estate on 
better terms wherever there is an open market, because they can 
deal directly with the lender instead of with usurious middle-men. 
The force of competition, and of the unrestricted play of supply 
and demand, is better than confiscation and imprisonment and fine 
as a means to keep down the rates for hiring money. 

It has long been recognized that the growth of intelligence, of 
industrial activity and of capital if this country, all combine to 
demonstrate that a change must be made in our State legislation 
on the subject of usury. We showed last month that the usury 
penalties of many of our States are much more severe than those 
of the National Banking Law, and the latter statute is now the law 
of the land for the National Banks. Hence it follows that, under 
the recent decision of the Supreme Court which makes the National 
Usury Law paramount over that of the States, in that vast aggre- 
gate of business transactions where a National Bank is the lender 
the National Banks will be placed in a position of exceptional 
privilege over other lenders until the State Legislatures remove 
the abuse and rectify the evil by new and liberal legislation. In 
a year or two, therefore, it is reasonable to expect that a more 
general tendency to a reform of the usury laws will be developed 
throughout the country, and that a new impulse will be given to 
the forces which have long been at work for this reform. Another 
result of the decision will obviously be the prevention of a num- 
ber of schemes that have been ripening since the panic, and were 
expected to be proposed for the purpose of reviving business and 
relieving the financial trouble by adopting the antiquated and 
always mischievous usury penalties. Thus, in Western Virginia a 
project has found favor, with men who ought to have known 
better, to punish usury with forfeiture of principal and _ interest. 
In Pennsylvania a like scheme last session won many friends, 
though it has uniformly been voted down by the Legislature when- 
ever it made its appearance. 

In the Legislature of the State of New York, this winter, the 
subject of usury reform will come up, and if we can pass a sound 
law, founded on enlightened principles, there is no doubt that the 
example of this State will have a wholesome influence in promoting 
sound legislation throughout the country. Already the reform is 
being warmly discussed in the banking and financial circles, and 
several different bills are proposed for this purpose. In examining 
and comparing these rival measures the reader must keep his 
attention alive to the two great principles above referred to. In 
our new legislation we can decide either according to the first 
plan, to abolish the usury penalties altogether, or we can adopt 
the second or compromise system of usury penalties, and make 
them so light that no citizen will ever find it worth his while to 
appeal to the courts on the subject. As the former species of legis- 
lation is the soundest in principle, and is capable of the best ap- 
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plication in practice, we venture to recommend to our State Leg- 
islatures to adopt it, and to pass a simple statute repealing the 
usury penalties altogether. The new law should, of course, con- 
tinue the present rate of seven per cent. as the legal interest in 
the absence of a special agreement. But it should give to every 
citizen the right, which has long been enjoyed by a privileged 
few, to agree by special contract, oral or written, for the payment 
of any higher rate of interest, without penalty and without restric- 
tion. Such is a sketch of the usury law which we think ought 
to be passed in this State. If our legislators at Albany will adopt 
this plan of reform, their good example will doubtless be followed 
in other States. The immediate advantages we should gain 
would fall most conspicuously upon the borrowing classes. We 
should both give a new stimulus to the growth of capital in this 
country and we should place our usury legislation on the highest 
level yet reached by the more enlightened nations of Europe in 
this department of financial jurisprudence. 


ee 


THE STROUSBERG FAILURE. 


We might almost call it the Strousberg romance; for it offers 
more romantic features than any failure which has disturbed the 
financial world for many years. Few of our countrymen who 
have made the tour of Europe have failed, here and there in their 
travels, to encounter or to hear of the great railroad millionaire, 
Dr. Strousberg. When his failure was announced, at the beginning 
of November, a panic was immediately caused, not only in Aus- 
tria and Germany, but in Russia, where heretofore there has been 
for many years an exemption from monetary panics. His liabili- 
ties are estimated at about $10,000,000, and his fall brought down 
the Commercial Loan Bank, of Moscow, which he had founded 
and started on a prosperous career. At the time of its stoppage 
this bank held deposits to the amount of $16,000,000. _Strousberg 
had obtained loans from the bank to the amount of $5,000,000, 
on the security of hypothecated bonds and shares. The monetary 
panic spread throughout Russia. Credit has of late years become 
more expanded than formerly in Russia, and the new land banks, 
it is said, are some of them impaired in strength. At St. Peters- 
burg the monetary trouble was intense, but it has since abated. 
Had it not been for the financial weakness incident to the recent 
creation in Russia of new banks, new railways and new industrial 
enterprises of various kinds, the shock of Dr. Strousberg’s failure 
would not have produced so wide-spread a convulsion. 

Still, a part of the violence of the panic is, no doubt, due to 
the bad harvest in South Russia last season. Being accompanied 
by low prices for wheat, it has caused a special element of trouble 
and depression in the Russian finances. One circumstance, illus- 
trating the rare occurrence of panics in the dominions of the 
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Czar, and the consequent harshness in dealing with such disasters, 
is the arrest of Dr. Strousberg at St. Petersburg. He was impris- 
oned on summary process, although we do not learn that any 
specific charges of fraud were made against him, and he is not a 
citizen of Russia, but of Germany. As he spent ten of the earlier 
years of his life in this country, and has since made so considera- 
ble a figure in the railroad and financial history of Europe, it may 
be interesting to our readers to know something of his past 
history. He is of Jewish origin, his full name being Baruch 
Hirsch Strousberg. Born in 1823, in humble circumstances, at 
Neidenburg, in East Prussia, he went to London in 1835, where 
he was received by his uncles, who were commission agents, and 
was shortly afterwards baptized a member of the Church of Eng- 
land. Gifted with intelligence and energy, he obtained some edu- 
cation, and began to write for the newspapers. In 1848 he came 
to this country, being then 25 years of age. He gave lessons in 
German, but finally realized some money by buying a cargo of 
damaged goods and selling them at a heavy profit. With this 
capital he returned to London in 1858 and founded several news- 
papers. Six years afterwards he went to Berlin, where he was for 
seven years the agent of an English insurance company. In 1864 
Strousberg, having made acquaintances at the British Embassy, 
came to know some English capitalists, with whom he contracted 
for the construction of the Tilsit-Insterburg Railway. Within six 
years Strousberg was making a dozen lines, and among them those 
of Roumania. He had over 100,000 workmen in his pay, and 
had launched out into other vast enterprises. At Hanover he estab- 
lished an extensive machine factory; at Dortmund and Neustadt 
he had smelting works and iron factories; at Antwerp and Berlin 
he built entire new quarters; in Prussia he bought ten estates; in 
Poland an entire country; in Bohemia he paid $4,000,000 for the 
splendid domain of Zbirow, where he established railway carriage 
works which employed 5,000 workmen. Meantime he built a pal- 
ace for himself in the Wilhelmstrasse at Berlin, which, in decora- 
tion, luxury and accommodation surpassed that of the Emperor 
himself. In it were to be found works by the first German and 
French artists—Delacroix, Meissonnier, Gerome, and others. Nor 
was his charity on a less splendid scale. In winter he caused 
10,000 portions of soup to be given daily to the poor, in addition 
to two thousand pounds’ worth of wood. When the famine broke 
out in East Prussia he sent whole trains laden with corn and 
potatoes and other food to his suffering fellow-countrymen. Heavy 
losses have occurred in consequence of this failure, but the view 
we have expressed, that the catastrophe was due to misfortune 
rather than to any intentional fraud, is confirmed by the announce- 
ment that at a meeting of the principal creditors a resolution was 
unanimously adopted that proceedings in bankruptcy should be 
avoided, that Strousberg should be liberated from prison, and 
that a private liquidation, with his personal entiaatne, should 
take place. 
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In a recent article on the relation of the Suez Canal to our 
foreign commerce, we showed the influence of that new route to 
the East in disturbing the old movements of the trade to India. 
Twenty years ago the concession was granted by the Khedive of 
Egypt, under which the Company was organized. The intention 
of its enthusiastic and indefatigable founder, M. de Lesseps, was 
to put the canal under the management of a board or syndicate, 
in which the United States should have a small share, and all the 
European commercial nations a larger or more limited interest, 
proportional to their commercial use of the canal. This compre- 
hensive scheme failed of success for the simple reason that the 
governments in question were indisposed to unite in any such in- 
ternational syndicate. After twenty years’ neglect, however, the 
scheme has been revived, and its substantial benefits are now 
much more likely to be realized. The financial troubles of the 
Khedive have compelled him to sell his shares in the Suez Com- 
pany, and, as no other purchaser appeared, the shares (177,000) 
were sold to the English Government for four millions sterling. 
The details of this transaction have been much discussed, and sat- 
isfaction is expressed that England has bought so considerable an 
ownership in the canal. Whether other countries, which have 
previously kept aloof, will now purchase an interest in the Com- 
pany, remains to be seen. Heretofore the French have been the 
chief owners of the shares. When the recent panic broke out in 
Turkish and Egyptian securities, the Suez Canal shares fell to 670 
francs; they have since risen to 815 francs. A better illustration 
could not be offered of the interpretation given in the financial 
circles to the purchase, and its relations to the future prosperity of 
the canal as a dividend-paying property. The consequence has 
been that the shares have received a new activity at the Bourse, 
and a large proportion of the 400,000 shares of which the capital 
of the Company consists are said to have passed into the hands 
of speculators and capitalists in England. 

The purchase by the British Government of so large an amount 
of the shares of the Suez Canal, and the commercial and internation- 
al questions that are suggested by this change, have given a new 
prestige to the Company, and we have collected some details 
relative to its constitution and position, in addition to those 
given in our recent history of the enterprise. The ‘Compagnie 
du Canal de Suez” gives the following statement of all the 
securities issued by them. These securities or “titres” are of 
five different descriptions, namely: first, “ actions,”* or ordinary 
shares; secondly, “delegations,” or preference shares ; thirdly, “‘ bons 
de coupens,” that is, back dividends paid in scrip, instead of 
money, during seven half-yearly periods in which the revenues 
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were insufficient; fourthly, “ obligations,” which are ordinary bonds 
or debentures; and fifthly, “bons trentenaires,” or debentures re- 
payable within thirty years. The nature and number of each of 
these “titres” is as follows: 

Actions. These are 400,000 in number, of 500 francs, or £20, 
each, representing a capital of 200,000,000 francs, or £8,000,000. 
They bear annual interest of 25 francs, or £1, per share, and 
have claim upon 71 per cent. of the net profits derived from the 
canal, deducting interest, expenses of management, and a sinking 
fund of 5 per cent. for preference shares and debentures. 

Delegations. These are also 400,000 in number, of 500 francs, 
or £20, each. They bear a fixed interest of 5 per cent. per 
annum, but have claim, besides, on a certain amount of the net 
profits, settled upon a somewhat complicated scale. It is stated 
that in 1869 the Khedive of Egypt possessed no less than 176,602 
of these preference shares, and that he has increased his holding 
within the six years. 

Bons de Coupons. The amount of these is not given. At a 
general meeting of the Company, on the 2d of June, 1874, it was 
decided that the seven unpaid half-yearly coupons should be ex- 
changed for a single preference share of 85 francs, bearing interest 
at the rate of 5 per cent. per annum, and repayable in the course 
of forty years, commencing from 1882. The “bons de coupons ” 
are but little dealt in, and scarcely ever appear in the Bourse 
quotations. 

Obligations. These were originally 333,338 in number, of 500 
francs, or £20, each. At present the number has been reduced 
by drawings to 320,065. The drawings take place quarterly, and 
form a kind of lottery, with prices allotted to the first twenty-five 
numbers drawn, the first getting 150,000 francs, or £6,000 ; the 
next two numbers 25,000 francs, or £1,000; the next two 5,000 
francs, or £200; and the remaining twenty numbers 2,c00 francs, 
or £80 each. Like all lottery shares, these “ obligations” of the 
Suez Canal Company form a very popular investment. 

Bons Trentenaires. These were issued in 1871 to the nominal 
number of 200,000, of 1oo francs, or £4, each. Each 100 franc 
“bon” bears 8 francs., or 6s. 8d., interest per annum, and they 
are repayable to the amount of 125 francs, or £5, in annual draw- 
ings, coming to an end in 1901. The “bons trentenaires” have 
not as yet been issued entirely, for it is stated that only 120,000 
have found subscribers, and that 80,000 remain on hand. 

The quotations of Suez Canal “actions” have fluctuated from 
670 to 817 francs; of “delegations” from 615 to 700 francs; and 
of “bons trentenaires” from 127 to 129 francs. The “obligations” 
were quoted 2d December at 520 francs, the “bons de coupons” 
at 70 francs, and the “ Parts de fondateur” at 14,500 francs. 

Of the purchase the London Lconomist says: “The English 
Government ‘have undertaken to give £ 4,000,000 for 176,602 
shares, of £20 each, in the Suez Canal, which belong to the 
Egyptian Government, and Messrs. Rothschild are to find the 
money—or as much of the money as the Khedive of Egypt 
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requires—immediately. As far as the money market is concerned, 
we do not apprehend it will have very much effect. Very little 
of the Khedive’s pressing debts are in Egypt itself; most of them 
are in London or Paris, or elsewhere in Europe, and the 

4,000,000 will be used to pay off these. The effect, as far as 
it goes, will be to raise the value of money here, for the foreign 
holders of Egyptian debt paid by this means will have the power 
of taking money from England. But this will be only one item 
in the general exchange account of the country; it will not cause 
a drain of gold, and therefore will not be much felt. Of the con- 
sequences to our own finances we cannot speak fully till the bar- 
gain has been fully described. It is a much more complex one 
than the first bare announcement would lead us to imagine. The 
176,602 are part of 400,000 shares, of £ 20 each, constituting the 
capital of this Canal Company, but they have been dealt with 
very curiously. The Khedive wished to assist the Company in 
1869 in raising money, and therefore ‘cut off,’ as the phrase is, 
the coupons for twenty-five years, and gave them to the Company. 
The Company then issued assignments (dé/égations is the French 
word, and the operation was a French operation) of these coupons 
which are now running. We believe these coupons carry the 
whole income of the shares for twenty-five years, but we cannot 
be quite sure, for that income is, by the constitution of the Com- 
pany, dealt with in a very complex way. 1. It goes to pay five 
per cent. interest on the capital. 2. To pay off a certain part of 
these shares annually, so that in 99 years from the beginning they 
might be all paid off, the holders still retaining the right to divi- 
dend, however, to the end of the gg years. 3. To pay a dividend, 
of which 15 per cent. goes to the Egyptian Government, ro per 
cent. to the founders, 2 per cent. to the administrators, 2 per cent. 
to the employés, and the rest, or 71 per cent., to the shareholders. 
And we are not sure if the pledged coupons take with them more 
than the 5 per cent., though we believe they do. As yet the 
shares have never paid as much as 5 per cent., so that the ques- 
tion has not arisen. 

“ As the English Government buys shares with an income thus 
alienated for 25 years, it might~be inferred that they could get 
little or nothing for that time, but we are informed that the 
Khedive is really to pay us 5 per cent. on our advance till we 
get an income from the shares. And the Khedive relinquishes 
also the reversion to them; the right to dividends is not to be 
extinguished at the end of gg years in their case as in that of 
the others; they are to be perpetual, as far as the right to divi- 
dend is concerned, like English railway shares. So long, there- 
fore, as the Khedive is able to pay five per cent., we have a good 
interest for our advance; and, as we have before shown, the 
shares are good holding property. * * * * The Khedive 
has now an opportunity of reforming his finances; if he does 
so, we need not fear any loss of money; but the degree in 
which we are concerning ourselves in his affairs, and the extent to 
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which we are ‘indorsing him,’ are very serious. It is easy to 
see, generally, that it will be said on behalf of this purchase: 
First—that it was most necessary to prevent the Suez Canal from 
becoming the property of any other nation; that the Khedive was 
selling his shares in the market, and that the highest bidder would 
have them. Secondly,—that it is necessary for our interests that our 
Government should have a real hold on the highway to India. 
Not only, it will be said, must we make sure that no one else has 
care of that highway, but we must ourselves have care of it. Our 
interests in its being always open are too vital to allow of our 
leaving it in the charge of others. Zirdly,—that this purchase 
secures to us the right of remonstrance with the Egyptian Gov- 
ernment, in case it is doing anything which might hurt our inter- 
ests in the canal, or impede our use of it. Before, we were ‘out- 
siders,’ like other nations who might have bought it, but now we 
have become part and parcel of the concern itself, and speak with 
authority. Zas¢ly,—not only for the sake of India, but also because 
three-fourths of the shipping which goes through the Canal is 
English, we ought to have a complete control over it, and com- 
plete security that it shall not be worked in an interest adverse 
to us. But, then, it may be replied, that the English Government 
does not and cannot undertake to provide trade routes for the 
shipping of its subjects,—that if it did it would have nothing else 
to do,—that no present injustice has been done to English ves- 
sels, and we may wait to consider the subject till there has been 
one.” 

The Zconomist represents the opposition or Liberal party; and 
when Parliament assembles, the purchase will no doubt be keenly 
criticised. On the part of the Government, Lord Derby, the 
Premier, recently gave the French Ambassador in London the 
following account of the affair: “It was only at the beginning of 
the week that we knew the intentions and need of the Khedive 
to sell his shares. My wish, and I expressed it, was that he 
should keep them. But, on the other hand, he had urgent need 
of obtaining resources for repayments which admitted of no delay; 
and, on the other hand, we knew that negotiations were going on 
between the Société Générale and the Egyptian Government for 
the acquisition of-those same shares. Therefore, we had either to 
allow the scrip to pass into other hands or to buy it ourselves. 
I can assure you that we have acted solely with the intention of 
preventing a larger foreign influence from preponderating in a 
matter so important to us. We have the greatest consideration 
for M. de Lesseps. We acknowledge that instead of opposing 
him in his great work we should have done better to associate 
ourselves with him. I deny, on behalf of my colleagues and my- 
self, any intention of predominating in the deliberations of the 
Company, or of abusing our recent acquisition to force its decis- 
ions. What we have done is purely defensive. I do not think, 
moreover, that the Government and English subjects are proprie- 
tors of the majority of shares. I said some time ago in the 
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House of Lords that I would not oppose an arrangement which 
would place the Suez Canal under the management of an inter- 
national syndicate. I will not propose this, but I in no way 
withdraw my words.” 

The facts above given are all that have as yet transpired in 
regard to the change in the ownership of the Suez Canal. The 
reader will see that the old proposition of the International Syn- 
dicate is revived. | Whether the project will be carried into effect 
or not is doubtful. As to the share which the various countries 
should take in the enterprise, it ought of course to bear some 
proportion to the commercial use made of the canal by the ships 
of each nation. The report of the Company for last year gives 
some information on this point. It tells us that since the canal 
was opened in 1869, 5,236 vessels had passed through the canal. 
Of these ships the United States owned 10; Great Britain owned 
3,602; France, 416; Austria, 303; Italy, 254; Turkey, 131; Hol- 
land, 123; Egypt, 100; Germany, 95; Spain, 63; Russia, 36; Por- 
tugal, 22; Denmark, 173 Sweden, 15; Belgium, 9; Greece, *; 
Japan, 4; Burmah, 3; and Peru, Tunis and Zanzibar, 1 each. As 
to the cost of construction it was reported at the end of 1873 to 
be 437,810,637 francs, or $87, 562,127. 


NNO OEE 


FINANCIAL ASPECTS OF THE PRESIDENT’S MESSAGE. 


Among the multitude of economic laws by which nations grow 
in material wealth, one of the chief and most familiar is frugality, 
or saving. Thus the annual growth of capital is often by popu- 
lar writers and by economists said to depend on the annual sav- 
ings of the people. Another equally well-known method by which 
nations are commonly said to advance in wealth is by adding to 
their productive power. Benjamin Franklin and Bishop Berkeley 
were among the first writers who gave prominence to this princi- 
ple, which was not illustrated with his usual felicity by Adam 
Smith, but is now recognized by all our best political economists 
among the fundamental principles of all material growth and 
economic health. President Grant gives prominence to this prin- 
ciple in the opening paragraphs of his message, in which he 
traces some of the causes of the wonderful prosperity of the 
United States during the last century. A hundred years ago, he 
says, we were a scattered few,—but three millions of us on this 
huge continent; now we are more than forty millions, a populous, 
wealthy nation,—strong with every element of national wealth and 
force in its full tide of development. A more inspirir g or appro- 
priate use it is impossible to suggest of the great scientific prin- 
ciple, that nations grow in wealth not only by their thrift, but also 
by extending, diffusing and exalting the activity of their powers 
of material production, The President illustrates this view as 
follows : 


33 
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“In this centennial year of our National existence as a free 
and independent people, it affords me great pleasure to recur to 
the advancement that has been made from the time of the colo- 
nies, 100 years ago. We were then a people numbering only 
3,000,000. Now we number more than 40,000,000. Their indus- 
tries were confined almost exclusively to the tillage of the soil. 
Now manufactories absorb much of the labor of the country. 
Our liberties remain unimpaired; the bondsmen have been freed 
from slavery. We have become possessed of the respect, if not 
the friendship, of all civilized nations. Our progress has been 
great in all the arts, in science, agriculture, commerce, naviga- 
tion, mining, mechanics, law, medicine, etc., and in general edu- 
cation the progress is likewise encouraging. Our thirteen States 
have become thirty-eight (including Colorado, which has taken the 
initiatory steps to become a State), and eight Territories, including 
the Indian Territory and Alaska, and excluding Colorado,—making 
a territory extending from the Atlantic to the Pacific. On the 
south we have extended to the Gulf of Mexico, and in the west 
from the Mississippi to the Pacific. One hundred years ago the 
cotton-gin, the steamship, the railroad, the telegraph, the reaping, 
sewing, and modern printing machines, and numerous other in- 
ventions of scarcely less value to our business and happiness, were 
entirely unknown. 

“In 1776 manufactories scarcely existed, even in name, in all 
this vast territory. In 1870 more than 2,000,000 persons were 
employed in manufactories, producing more than $2,100,000,000 
of products, an amount annually nearly equal to our National 
debt. From nearly the whole of the population of 1776 being 
engaged in that one occupation of agriculture, in 1870 so numer- 
ous and diversified had become the occupations of our people, 
that less than 6,000,000 out of more than 40,000,000 were so en- 
gaged. The extraordinary effect produced in our country by a 
resort to diversified occupations has built a market for the prod- 
ucts of fertile lands distant from the sea-board, and the markets 
of the world. The American system of locating various and ex- 
tensive manufactories next to the plow and the pasture, and 
adding connecting railroads and steamboats, has produced in our 
distant interior country a result noticeable by the intelligent parts 
of all commercial nations. The ingenuity and skill of American 
mechanics have been demonstrated at home and abroad in a 
manner most flattering to their pride. But for the extraordinary 
genius and ability of our mechanics, the achievements of our ag- 
riculturists, manufactures and transportations throughout the coun- 
try would have been impossible of attainment. The progress of 
the miner has also been great. Of coal our production was 
small. Now many millions of tons are mined annually. So with 
iron, which formed scarcely an appreciable part of our products 
half a century ago. We now produce more than the world con- 
sumed at the beginning of our National existence. Lead, zinc and 
copper, from being articles of import, we may expect to be large 
exporters of in the near future. The development of gold and 
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silver mines in the United States and Territories has not only 
been remarkable, but has had a large influence upon the business 
of all commercial nations. Our merchants in the last hundred 
years have had a success, and have established a reputation for 
enterprise, sagacity, progress and integrity, unsurpassed by the 
people of older nationalities. This ‘good name’ is not confined 
to their homes, but goes out upon every sea and into every port 
where commerce enters. With equal pride we can point to our 
progress in all of the learned professions.” 

After stating that the receipts from customs for the fiscal year 
ending June 30, 1874, were $163,103,833.69, and for the fiscal 
year ending June 30, 1875, $157,167,722 35, showing a decrease 
for the last fiscal year of $5,936,111.34; that the receipts from 
internal revenue for the year ending June 30, 1874, were 
Prosaon78e go, and for the year ending June 30, 1875, were 

110,007,493.58, showing an increase of $7,597,708.68, the 
President passes on to his suggestions about specie resumption. 
“Too much stress cannot,” he says, “be laid upon this question, 
and I hope Congress may be induced at the earliest day practi- 
cable to insure the ccnsummation of the act of the last Congress 
at its last session, to bring about specie resumption on and after 
the first day of January, 1879, at the furthest. It would be a 
great blessing if this could be consummated even at an earlier 
day. Nothing seems to me more certain than that a full, 
healthy and permanent reaction cannot take place in favor of the 
industries and financial welfare of the country until we return to 
a measure of values recognized throughout the civilized world. 
While we use a currency not equivalent to this standard—the 
world’s recognized standard—specie becomes a commodity, like 
the products of the soil, the surplus seeking a market wherever 
there is a demand for it. Under our present system we should 
want none, nor would we have any were it not that customs dues 
must be paid in coin, and because of the pledge to pay the 
interest of the public debt in coin. The yield of precious metals 
would flow out for the purchase of foreign productions and leave 
the United States hewers of wood and drawers of water, because 
of wiser legislation on the subject of finance by the nations with 
whom we have dealings. I am not prepared to say that I can 
suggest the best legislation to secure the end most heartily 
commended. It will be a source of great gratification to me to 
be able to approve any measure of Congress looking effectively 
toward securing resumption. Unlimited inflation would probably 
bring about specie payments more speedily than any legislation 
looking to the redemption of legal tenders in coin; but it would 
be at the expense of honor; the legal tenders would have no 
value beyond settling present liabilities, or, properly speaking, 
repudiating them. They would buy nothing after debts were all 
settled.” 

In these statements General Grant shows that hé holds fast 
his sound principles on the currency question. To carry out the 
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law of January, 1875, for resumption in 1879, he proposes that 
Congress shall consider the propriety of further legislation. To 
give point to this recommendation he makes the following 
practical suggestions : 

“There are a few measures which seem to me important in this 
connection, and which I commend to your earnest consideration : 
A repeal of so much of the Legal-Tender act as makes these 
notes receivable for debts contracted after a date to be fixed in 
the act itself—say not later than the 1st of January, 1877. We 
should then have quotations at real values, not fictitious ones. 
Gold would no longer be at a premium, but currency at a 
discount. A healthy reaction would set in at once, and with it a 
desire to make the currency equal to what it purports to be. 
The merchants, manufacturers, and tradesmen of every calling 
could do business on a fair margin of profit, the money to be 
received having an unvarying value. Laborers and all others who 
work for a stipulated pay or salary would receive more for their 
income, because extra profits would no longer be charged by the 
capitalist to compensate for the risk of a downward fluctuation 
in the value of the currency. Second: ‘That the Secretary of the 
Treasury be authorized to redeem, say not to exceed $2,000,000 
monthly of legal-tender notes, by issuing in their stead a long 
bond bearing interest at the rate of 3.65-100 per cent per annum, 
of denominations ranging from $50 to $1,000 each. This would 
in time reduce the legal-tender notes to a volume that could be 
kept afloat without demanding redemption in large sums suddenly. 
Third: That additional power be given to the Secretary of the 
Treasury to accumulate gold for final redemption, either by 
increasing the revenue, curtailing expenses, or both. It is prefer- 
able to do both, and I recommend that a reduction of expendi- 
tures be made wherever it can be done without impairing 
Government obligations or crippling the due execution thereof.” 

As the success of these measures depends so much on an 
ample revenue, the President suggests the re-imposition of the tea 
and coffee taxes. This same proposition is also made in the 
report of the Secretary of the Treasury, and it will meet with 
general approval. In discussing this and other means for 
replenishing the Treasury, the Message continues: “One measure 
for increasing the revenue is the restoration of the duty on tea 
and coffee. These duties would add probably $18,000,000 to the 
present amount received from imports, and would in no way 
increase the prices paid for those articles by the consumers. The 
articles are the products of countries collecting revenue from 
exports, and as we, the largest consumers, reduce the duties, they 
proportionally increase them. With this addition to the revenue, 
many duties now collected, and which give but an insignificant 
return for the cost of collection, might be remitted, and to the 
direct advantage of consumers at home. I would mention those 
articles which enter into manufactures of all sorts. All duties 
paid upon such articles go directly to the cost of the article when 
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manufactnred here, and must be paid for by the consumers. 
These duties not only come from the consumers at home, but act 
as a protection to foreign manufacturers of the same completed 
articles in our own and distant markets. I will suggest or 
mention another subject, being the problem of how to enable the 
Secretary of the Treasury to accumulate balances. It is to devise 
some better method of verifying claims against the Government 
than at present exists through the Court of Claims, especially 
those claims growing out of the late war. Nothing is more 
certain than that a very large percentage of the amounts passed and 
paid are either wholly fraudulent or are far in excess of the real 
losses sustained. The large amount of losses proven on good 
testimony, according to existing laws, by affidavits of fictitious or 
unscrupulous persons, to have been sustained on small farms and 
plantations, are not only far beyond the possible yield of those 
places for any one year, but, as every one knows who has 
experience in tilling the soil, and who has visited the scenes of 
these spoliations, are in many instances more than the individual 
claimants were ever worth, including their personal and real 
estate.” 

The remarks on the Court of Claims receive illustration from 
the report of the Attorney-General, who states that the claims pend- 
ing in this Court amount to $ 53,630,249, and within the last four 
years the judgments rendered in favor of claimants amounted to 
$ 11,553,047. Of the 3,458 causes disposed of since 1863, 503 
were decided in favor of the Government, and 2,955 in favor of 
the claimants. Last year judgments were rendered against the 
Government for $ 2,416,625, and up to December of the present 
year for $2,991,021. He has strong reason to believe that in 
certain cotton cases, involving very large amounts, proofs have 
been given of the taking of cotton by our troops which was 
never taken at all, and which fact could have been proven at an 
earlier date before the Union soldiers were widely scattered and 
difficult to find. The Court is embarrassed in getting at the truth 
by the fact that the testimony is all taken by depositions, gener- 
ally at a great distance from Washington, and never in the pres- 
ence of the Court—mostly in such places and with such delays as 
to make it difficult for the Government to be represented by com- 
petent and trustworthy counsel. He has every reason to commend 
the industry and fidelity of this tribunal, but when testimony is 
thus prepared no vigilance of the Court can protect the Govern- 
ment. He recommends that the taking of the depositions be 
attended to by officers of this department, and that laws be passed 
to enable the Court, aided by the Attorney-General, to increase 
the safeguards against improper testimony by devising a different 
mode of taking it, and to force old cases to an early trial or irrev- 
ocably off the calendar. He proposes, after consultation with the 
Court, to submit a bill to apply a remedy to the evil. This 
measure, and the necessity for it, we must leave for future exami- 
nation. 
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Among the topics in the report of the Secretary of the 
Treasury which have attracted the most attention, there are three 
which we shall chiefly notice in this article: the deficit in the 
revenue; the refunding of the debt; and the resumption of specie 
payments. The first is quite a recent feature in our Treasury re- 
ports, and is due partly to the panic of 1873 and partly to other 
causes. The second and third points, though not new, have 
something of the interest and the force of novelty, as we shall 
presently see. 

With regard to the deficit in the budget, it amounts to a 
smaller sum than was anticipated. The net receipts of the Treas- 
ury for the fiscal year were $288,000,051, and the net expendi- 
tures $274,623,392. The balance, $13,376,658, was applicable to 
the sinking fund, but this fund demanded $31,096,545 as the 
full contribution. Hence it appears that the deficit was about 
eighteen millions, or about five millions less than Mr. Bristow 
estimated it in his report a year ago. He now estimates that for 
the present fiscal year the receipts will be $304,000,000 and the 
expenditures $ 269,265,000, so that the balance will be $34,735,- 
ooo. As this is rather more than the sinking fund will require 
($34,063,377), no deficit is expected next year in this respect ; 
therefore the prospect with which we look forward to the new 
fiscal year is more cheering than for a year or two past. 

With regard to the refunding of the debt, it has been a prom- 
inent subject in the reports of successive Secretaries of the Treas- 
ury for several years past. Mr. Bristow announced last year that 
he had made a contract with the Syndicate for the negotiation of 
$178,548,300 of the new fives. That negotiation, as we lately 
announced, has been completed. The Secretary gives a complete 
but brief account of the work, the success of which is generally 
regarded in the financial circles with much satisfaction. He says: 
“The refunding of the National debt, authorized by the acts of 
July 14, 1870, and January 20, 1871, has been continued. The 
contract which was entered into July 28, 1874, and which is fully 
set forth and explained in the last annual report, was renewed 
January 29, 1875, the contracting parties being Messrs. August 
Belmont & Co., of New York, on behalf of Messrs. N. M. Roths- 
child & Sons, of London, England; Messrs. Drexel, Morgan & Co., 
of New York, on behalf of Messrs. J. S. Morgan & Co., of Lon- 
don, England; and Messrs. J. & W. Seligman & Co., of New 
York, on behalf of Seligman Brothers, London, England. The 
conditions of the contract were slightly modified, the contracting 
parties being allowed one-half of one per cent. commission, and 
binding themselves to defray all expenses incurred in’ transporting 
five per cent. bonds to London, and six per cent. bonds, United 
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States coin coupons, and gold coin, from London to Washington, 
besides the expenses of preparing the new bonds. Under this 
agreement the contracting parties have subscribed for $122,688,550, 
the balance of ‘ New Fives’ then remaining unnegotiated; and the 
Secretary now has the pleasure of announcing to Congress that 
the funding of the five hundred millions of six per cent. bonds 
into those bearing five per cent. interest has been accomplished, 
thereby saving an annual interest to the Government of five 
million dollars. 

“The success which has attended the refunding of $178,548,300 
of the National debt during the last sixteen months, with the 
steady improvement of the National credit, induces the belief 
that the remainder of the six per cent. bonds can be refunded, 
within a reasonable time, in accordance with the provisions of the 
acts before mentioned. The attention of Congress is, however, 
called to the fact that, by the terms of the authorizing act, the 
bonds to be issued at the rate of four and one-half per cent. are 
redeemable at any time after the expiration of fifteen years from 
the date of their issue. Bonds most easily placed on the market, 
which are most sought for by investors, and considered in all 
respects the most valuable, are those having a long period to run. 
Taking into consideration the fact that but little inducement is 
offered in the amount allowed as commissions for placing the 
United States loans, compared with that paid by other govern- 
ments, it is thought important to give these bonds all the ele- 
ments of popularity that may be possible; and the Secretary, 
therefore, recommends that an amendment be made to the act of 
July 14, 1870, which shall extend the time of redemption of such 
bonds to thirty years from the date of their issue.” 

We have not space to do full justice to Mr. Bristow’s lucid 
exposition of the resumption question. He begins by pointing 
out the relations of paper inflation to the present depression of 
trade. That depression, though not ‘due exclusively to our paper 
money, has received from inflation many of its worst features. 
This fruitful theme he elaborates with much care in the report. 
Thus he says: “The depression of business and general con- 
traction of values which followed the financial panic of 1873 
have continued to a greater or less degree in all parts of the 
country. Similar financial convulsions have occurred in other 
countries, and their effects are now being felt to a degree as 
great, perhaps, as in this country. These disastrous disturbances 
have been brought about in our own country by over-trading, 
over-credit, and excessive enterprise of a speculative character, 
stimulated by too great abundance of promises to pay, existing in 
the form of currency not based upon, or convertible into, the 
only actual money of the world and of the Constitution, gold and 
silver. Other commercial countries, which have suffered and are 
now suffering from financial depression, have felt the influence of 
like causes, while in some of them the temptation to carry pros- 
perous times to excess has, as has often happened before, led to 
over-production, and that superfluity of trade and credit which 
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must inevitably, sooner or later, be followed by a collapse, and a 
corresponding period of depression. Although there are gratify- 
ing indications of increased activity in certain branches of busi- 
ness in the United States, it must be admitted that confidence 
has not yet been restored to the extent necessary to bring about 
a general revival, or to put the trade and industries of the coun- 
try upon a basis of activity and permanent prosperity. Nor is 
it reasonable to expect that this will be done until there shall be 
a nearer approach to resumption of specie payment, and conse- 
quent improvement in the character of the currency. The con- 
stant disturbance of exchange and fluctuation of values, the un- 
certainties of business, the want of confidence between. individu- 
als, corporations, and communities, which all experience proves to 
be the inevitable result of the use of a medium of exchange pos- 
sessing no intrinsic value, representing no considerable amount of 
labor in its production, and not convertible into that which is 
recognized as money throughout the commercial world, are con- 
siderations which should claim the attention of every thoughtful 
representative of the people. However rapid may be our in- 
crease in population, wealth, and material strength, we cannot 
take the rank as a commercial or business people to which we 
are entitled by superior natural advantages, and the productive 
energies of our population, or attract to us the surplus capital of 
the world, so long as we have fluctuating standards of value, and 
such uncertainty in our fiscal legislation as makes the assembling 
of Congress and our frequent elections occasions of anxiety and 
apprehension, not only with the holders of our securities abroad, 
but with business men at home. 

“Great Britain has kept the value of her pound sterling sub- 
stantially unvarying for two hundred years, and, in consequence 
of this steadiness, it has become the basis of the transactions, not 
only of British commerce and trade, but of all the world. In all 
civilized countries, Government negotiations with foreign money 
lenders are made upon this basis; and, as a. general rule, the 
only foreign bills current all over the world are those which are 
expressed in pounds sterling payable in London, which city thus 
becomes the great center where a true measure of property and 
debts can be found; and hence, the commerce of the world re- 
volves around it, and pays tribute to its commercial standard. 
With an unsteady and varying currency, having no fixed relation 
to the money of the world, but always much below its par value, 
we can never obtain that commercial independence to which our 
great resources and active population entitle us. Every branch of 
industry and all classes of people are alike interested in the res- 
toration of a sound and stable circulating medium, the laborer 
and producer no less than the merchant, bondholder, and banker. 
The present unequal and fluctuating currency oppresses and in- 
jures laborers and producers, who constitute a great majority of 
our people, far more than it affects injuriously dealers in money.” 

The Secretary next proceeds to refute the argument that paper 
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currency stimulates trade. He says: “The claim that the large 
issue of inconvertible paper currency has been beneficial to pro- 
ducers is, perhaps, sufficiently disproved by reference to the reports 
of sales of leading articles of produce, such as wheat, corn, and 
pork, before and since the issue of such currency. The most 
trustworthy statistics show that such articles were sold in New 
York during the five years from 1870 to 1874, inclusive, for about 
the same price that they brought in the five years from 1856 to 
1860, inclusive. On the other hand, it is equally certain that 
the farmer has paid increased prices, during the period from 1870 
to 1874, for articles imported for consumption, upon all of which 
the difference between gold and currency must be paid by the 
consumer, who pays in the latter. Thus the producer of domes- 
tic articles is constantly subjected to loss in exchanging his prod- 
ucts for such articles as coffee, tea, sugars, and other imported 
goods, which enter into daily consumption. In this connection it 
should be borne in mind that a greater volume of currency is re- 
quired for the transaction of business when it consists of inconvert- 
ible paper, which does not circulate abroad, than when the cur- 
rency in general use is gold, which flows through every artery of 
commerce. * * * Apparent but fictitious prosperity has often 
followed: large issues of irredeemable paper currency, but no result 
is more certain to flow from a given cause, than disaster and finan- 
cial distress to follow a period of inflation of business and credit 
caused by excessive issues of paper currency. The philosophy 
which teaches by example, as well as the deductions of reason, 
establishes conclusively that there is no effective remedy for the 
evil but the removal of its cause.” 

Having thus prepared the way for his legal argument, Mr. 
Bristow gives a succinct view of the various acts of Congress as 
interpreted by the Supreme Court of the United States. He 
sums up his argument as follows: “In view of these solemn and 
repeated pledges, it seems idle to resort to the consideration oi 
elementary principles of finance to prove the evils of an irredeem- 
able paper currency. In the face of such pledges, disregard of 
which would bring National dishonor, and serious, if not irrepara- 
ble, injury to the public credit, it can hardly be necessary to dis- 
cuss questions of expediency, or to point out the ills which the 
experience of the civilized world shows must follow a violation of 
well-known laws of political economy. It is among the first and 
most important functions of Government to give to its people a 
sound and stable currency, having a fixed relation to the stand- 
ard of values in general use among nations. The true matter 
with which Government has to do is not so much a question of 
volumes as of soundness and stability of the currency. When it 
has established a currency of fixed and stable value, having a 
known relation to that of other powers, and furnishing a uniform 
medium of exchange, the volume may and should be left to be 
determined by the wants of trade and business. Natural causes, 
aided by individual effort and enterprise, will regulate the volume 
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of currency far more wisely and with greater safety to business, 
than acts of Congress imposing artificial limits, subject to increase 
or diminution at every session.” 

This part of the report concludes with three propositions. The 
first is that Congress should abolish the legal-tender powers of 
the greenbacks 1st January, 1877; secondly, that the greenbacks 
be funded into 4 per cent. long bonds; thirdly, it urges the accu- 
mulation of coin in the Treasury. Mr. Bristow then proceeds to 
give an account of his proceedings in coining gold under the pro- 
visions of the act of 14th January, 1875. He says: “The dimin- 
ished use of silver coin in various European countries, and the 
increasing production of our silver mines, would appear to render 
the present a very favorable time for procuring supplies of bullion 
for the manufacture of silver coin to be used in the redemption of 
the fractional currency. So much of the act of January 14, 1875, 
as relates to the purchase and coinage of silver for redemption of 
fractional currency, has been put into partial operation, and is 
now being executed as rapidly as the exigencies of the case will 
admit. Since the passage of the act, 8,243,642 ounces of silver 
bullion have been purchased, at an average price of 111 4-10 cents 
per standard ounce. The mints have been put into active opera- 
tion, and the aggregate amount of silver coin now in the Treasury 
is $10,000,000. The Secretary has been urged to begin the work 
of resumption by issuing silver coin in redemption of outstanding 
currency, and it has been insisted that, under the first section of 
the act, he has no discretion, but must issue the silver coin as 
fast as it can be turned out from the mints. While the act 
requires the coinage to proceed as rapidly as practicable, it does 
not, in terms, require the Secretary to issue it at once; nor does it 
fix the period of time when the issue must begin. For obvious 
reasons, it has been, and yet is, impracticable to put or keep silver 
coin in circulation. The present depreciation of currency below 
gold precludes the probability that silver would remain in circula- 
tion, and, therefore, it has been deemed impracticable to issue it 
for the present, or until, by the nearer approach of, or greater 
preparation for, general resumption, there shall be such an appre- 
ciation of the circulating currency of the country as would give 
assurance that the silver coin to be issued would not be, hoarded 
for shipment abroad, or converted into plate and jewelry, or 
reduced to bullion.” 

‘As the accumulation of a large balance of coin, with a view 
to specie resumption, or specie payment, in 1879, will require a 
larger revenue, Mr. Bristow recommends that the tea and coffee 
duties be re-imposed, and that there should be a retrenchment of 
all needless expenditure. With a view to enable Congress to make 
the needful reform, he reviews the customs, duties, and the internal 
revenue. He says: The receipts from customs for the year end- 
ing June 30, 1874, were $ 163,103,833.19, and at the correspond- 
ing date of 1875 they were $157,167,722.35, a decline of 
¢ 5,936,111.34. The receipts for the first quarter of the current 
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fiscal year were $ 44,233,626.25, while for the corresponding period 
of last year they were $46,651,200.10, showing a decrease of 
$ 2,417,573-85. For the months of October and November, 1875, 
the receipts were $ 23,936,950.23, and for the same months of 
last year they were $22,755,811. The effect upon the customs 
receipts of the act of February 8, 1875, imposing duties on certain 
articles therein enumerated, and making additions to the free list, 
cannot yet be stated with certainty. Nor is it possible, at present, 
to determine with accuracy the effect of the act of March 3, 1875, 
restoring the ten per centum of duties repealed by the act of 
June 6, 1872. The receipts of internal revenue for the fiscal 
years ending June 30, 1874 and 1875, compare as follows: 


Sources. 1874. 1875. Increase. Decrease. 


$ 49,444,089 85 . $52,081,991 12 $2,637,901 27 . ..3...... 

33,242,875 62 - 37,303,461 88 - 4,060,586 26 . ......... 

Fermented liquors. 9,304,679 72 - 9,144,004 41 . $ 160,675 31 

Banks and Bankers 3,387,16067 . 4,097,248 12 . Re ae 

Penalties, &c 364,216 34 - 281,107 61 - - 83,108 73 

Adhesive stamps.. 6,136,844 64 . 6,557,22965 . 429,385 01 . ..-...--- 
Back taxes under re- 

pealed laws... 764,880 14 . 1,080,111 44 . 315,231 30. ..-.---.. 


$ 102,644,746 98 $ 110,545,154 23 $8,144,191 29 $243,784 04 


The whisky frauds are next referred to, as are also certain 
changes made in the collection districts, by which 56 of these dis- 
tricts have been abolished and consolidated, and greater efficiency 
as well as economy secured. The recent prosecutions are noticed 
as follows in the report: “ Besides the institution of criminal pro- 
ceedings, civil suits have been brought upon the bonds of officials 
and of distillers; distilleries and spirits have been seized as forfeited 
to the United States for violations of law; and, wherever the evi- 
dence warranted, assessments have been made against distillers for 
delinquent taxes, and placed in the hands of collectors with instruc- 
tions to collect by process of law. Urgent applications have been 
presented for the compromise of many of the cases, but it has been 
deemed better for the interest of the Government to allow all of 
them to take the usual course in the courts; hence, all such appli- 
cations have been denied. The Secretary considers it important to 
the future collection of the revenue, that all parties engaged in 
persistent and systematic frauds shall be visited with the severest 
penalties of the law. To this end instructions have been repeat- 
edly given to officers of internal revenue, and others in the ser- 
vice of this Department, to render all proper assistance to the 
officers of the Department of Justice in the prosecution of the 
cases now pending, and in the detection and punishment of such 
guilty parties as have not yet been indicted. It is deemed of 
especial importance that officers of the Government who have 
betrayed their trust, and engaged in frauds on the revenue, shall 
be brought to speedy and condign punishment. Those who are 
intrusted with official duties and responsibilites should be given to 
know that the Government will not deal lightly with them when 
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they prove to be guilty of corruption in office. Taxpayers cannot 
be expected to deal honestly with Government when its own 
trusted officers are permitted to participate in frauds on the rev- 
enue, without incurring swift and certain punishment. The highest 
guaranty for the faithful collection of revenue is in the vigilance 
and integrity of officials. This guaranty can be secured only by 
careful selection in the first instance, by retaining in office such as 
have proved their efficiency and honesty, and by prompt dismissal 
and vigorous prosecution of such as have been found faithless.” 

Mr. Bristow closes with an account of the important work of 
redeeming the National Bank notes. This work was formerly done 
in the Treasurer’s office, but its cardinal importance led to its 
being placed under the special direction of the Secretary by the 
act of 3d March, 1875. We observe in some quarters a disposi- 
tion to underestimate the importance of redemption, and to regard 
it as intended for the comparatively trivial purpose of renewing 
the bank-notes as they become worn out. No such egregious 
error is found in the Secretary’s report; nor will it ever, we trust, 
receive the least countenance in any of the Departments at Wash- 
ington. The work of redeeming the National Bank notes is one 
of such fundamental importance, that in the absence of it our 
National Banking system would lack one of its chief safeguards, 
and would the sooner be likely to succumb before the attacks of 
its enemies. We find from the official report that there have 
been redeemed, under the the act of June 20, 1874, circulating 
notes of National Banks amounting to $ 130,322,945. Of this 
amount, $15,213,500 were forwarded to the respective associa- 
tions by which the notes were issued, and $ 115,109,445, unfit for 
use, delivered to the Comptroller of the Currency for destruction. 
The aggregate expense of this redemption was $ 290,965.37, each 
bank paying its share thereof, in proportion to its circulating 
notes so redeemed. 

On the whole, we may say that in the three points referred to 
above, the Secretary’s report is very gratifying. The deficit in 
the Treasury, of which so much has been said for the last two or 
three years, bids fair now to be got rid of; for, the surplus for 
the current year, as we have shown, is expected to cover all the 
expenses of the Government, and to provide for the sinking fund 
besides. Secondly, as to the funding of the debt, the work begun 
by Mr. Boutwell in 1869 has been successfully pushed a step for- 
ward, and the prospects are that this fiscal year will not close 
without further progress being made, for which the way seems 
now to have been fully opened. Finally, the dreaded and diffi- 
cult task of resumption has been advanced by an important stage. 
From what appears, the formidable predictions and. apprehen- 
sions which obstructed our early progress do not seem likely to 
be verified; and some persons are already predicting that we shall 
find ourselves within sight of the goal of resumption sooner than 
the most sanguine of us would have dared to expect two years 
ago. 





REPORT ON THE BANKS. 


REPORT OF COMPTROLLER OF THE CURRENCY. 


The National Banking system is passing through an important 
phase of its history, and the official report of its movements and 
growth has consequently a new interest. The Comptroller states 
that during the year one hundred and seven banks have been or- 
ganized, with an aggregate capital of $12,104,000, and $4,794,180 
of circulation; of this number two were gold banks, with 
$200,000 capital and $120,000 of circulation. Five banks have 
failed, with an aggregate capital of $1,000,000; and thirty-eight 
banks, with a total capital of $3,920,000, have gone into volun- 
tary liquidation by votes of shareholders owning two-thirds of their 
capital stock. 

The following table exhibits the resources and liabilities of 
the banks at the close of business on the first day of October, 
1875—the date of their last report—the returns from New York, 
Boston, Philadelphia, and Baltimore, from the other redemption 
cities, and from the remaining banks of the country, being tabu- 
lated separately. 
othe and aes o~- rd Aggregate. 


Baltimore. cities.* 
48 banks. 97 banks. 91 banks. 1,851 banks. 2,087 banks. 


New York 
Cai 


RESOURCES. 
Loans and discounts $80,222,951 

On U.S. bonds on demand. $4,934,674 $722,109 

On other stocks, bonds, &c., 

on demand 50,179,384 14,784,940 
Payable in gold 39454,270 22,000 
On single-name paper, with- 

out othersecurity......... 16,255,100 9,222,315 

All other loans 127,266,299 149,633,581 
Overdrafts. . . . 352,388 959747 3,570,039 4,468,484 
Bonds for circulation......... 24,806,100 52,220,700 29,623,650 363,671,250 370,321,700 
Bonds for deposits 650,000 550,000 2,577,000 10,320.200 14,097,200 
U. S. bonds on hand 7,856,550 593,700 1,943,300 3,596,400 13,989,950 
Other stocks and bonds. 10,319,933 3,481,071 3,810,951 15,893,090 33,505,045 
Due from reserve agents. .... ...sseeeeeee 17.410,199 14,968,908 53,322,152 85,701,259 
Due from other National Banks _13,693,007. 8,882,222 6,626,166 + 17,827,374 47,028,769 
Due from other banks and 

cn EEE 1,850,630 1,372,972 2,329,229 6,410,938 11,963,769 
Real estate, furniture, and fix- 

Se ee 9,455,469 5,900,048 5,185,108 21,826,023 42,366,648 
Current expenses 1,770,932 823,096 907,926 4,339,259 7,841,213 
Premiums 1,404,044 602,179 814,684 5,849,184 8,670,091 
Checks and other cash items. .. 2,207,64) 967,070 859,429 8,724,725 12,758,873 
Exchanges for Clearing-House. 50,467,79 19,722,724 4,952,342 75,142,864 
Bills of other National Banks. . 1,800,970 3,830,406 2,044,741 10,852,720 18,528,837 
Fractional currency 282,821 585,221 217,875 1,509,714 2,595,031 
Specie ++ 45955,625 606,965 932,706 1,555,034 8,050,330 
Legal-tender notes 17,040,091 13,692,980 12,928,635 32,797,028 76,458,734 
U. S. certificates of deposit.... 37,400,000 7,805,000 2,705,000 900,000 48,810,000 
Five per ct. redemption fund. . 1,072,044 2,326, 188 1,266,741 11,568,219 16,233,192 
Due from U. S. Treasurer. 282,300 842,911 325,198 2,003,359 314539708 


Totals..... Redeem $389,758,084 $316,696, 344 $199,798,820 $975,956,060 $1,882,209, 308 


_ * The reserve cities, in addition to New York, Boston, Philadelphia, and Baltimore, are Albany, 
Pittsburgh, Washington, New Orleans, Louisville, Cincinnati, Cleveland, Chicago, Detroit, Mil- 
waukee, Saint Louis, and San Francisco. 
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LIABILIWIES, 
Capital stock $68,500,000 $80,326,985 $48,455,905 $307,546,879 $504,829,769 
Surplus fund 22,515,490 23,158,578 13,773,320 74,908,688 134,356,076 
Undivided profits 11,943,200 5,371,320 4,061,877 30,988,557 52,964,954 
National Bank notes outstand- 


ing . 18,309,317 43,900,147 25,476,540 230,664,375 — 318,350,379 
State Bank notes outstanding. 90,590 "138,344 "331605 ’309,809 772,348 
Dividends unpaid 228,460 1,709,621 132,562 1,932,892 4,003,535 
Individual deposits 1734941399 123,151,126 74,699,409 295,234,685  664.579,619 
U. S. deposits ” ‘ 297,411 246,344 1,121,543 4,842,233 6,507,531 
Deposits of U. S. disbursing 


38,366 15,603 879,346 39337,881 4,271,196 
69,039,515 29,508,205 17,034,010 14,228,953 129,810,683 


25,176,336 7,265,173 10,903,958 6,573,064 49,918,531 
1759747 817,623 4,261,083 52545453 
1,729,151 1,809,122 2,926,961 6,900,234 


$389,758,084 $316,696,344 $19,798,820 $975,956,060 $1,882,209, 308 

The total number of National Banks hitherto organized has 
been 2,307. Of these, forty have failed, and one hundred and 
seventy-five have gone into voluntary liquidation, leaving 2,092 
in existence on November 1, 1875. Of these, nine are gold 
banks, located in California, with a capital of $4,700,000, and 
circulation of $ 2,630,000. 

The next important topic of the report is that of the circulation. 
The working of the recent legislation on this subject is described 
as follows: “ Section 5,177 of the Revised Statutes limited the 
issue of National Bank notes to $354,000,000, of which amount 
$150,000,000 was required by the Act of March 3, 1865, to be 
apportioned among the associations organized in the States and 
Territories, and in the District of Columbia, according to their 
representative population ; and $150,000,000 to associations organ- 
ized in the several States and Territories, and in the District of 
Columbia, having due regard to the existing banking capital, 
resources and business of such State, District, and Territory. ‘The 
remaining $54,000,000 was, by the Act of July 12, 1870, author- 
ized to be issued to associations in States and Territories having 
less than their proportion of circulation under the apportionment 
above described. The same act authorized the withdrawal of 
$25,000,000 from banks organized in those States which had 
received more than their proportion, and its redistribution to banks 
located in States which had received less than their proportion of 
circulation. The redistribution of circulation, as contemplated by 
this act, was found to be impracticable, for reasons given in pre- 
vious reports of the Comptroller; and a subsequent act, approved 
June 20, 1874, provided for a system of redemption of National 
Bank notes at the Treasury Department, and a redistribution of 
$55,000,000 of circulation, under an apportionment made on the 
basis of population and wealth as shown by the returns of the 
Census of 1870. The same act authorized the deposit by any 
National Bank of lawful money with the Treasurer, in sums of 
not less than $9,000, for the purpose of retiring circulating notes, 
and the withdrawal by them of bonds held as security for such 
notes. Under this provision a larger amount of circulation has 
been voluntarily surrendered than was needed to supply applica- 
tions therefor, and hence the withdrawal of circulation from one 
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portion of the country for the purpose of re-issue in another has 
proved to be unnecessary. 

“The greatest amount of circulation outstanding at any time 
prior to January 14 last, was on December 1, 1874, when it 
reached $352,394,346; and this amount is $1,605,654 less than 
that then authorized by law. During the period intervening 
between the passage of the Act of June 20, 1874, and that of 
January 14, 1875, sixty banks were organized, with an aggregate 
capital of $5,369,000, and to which circulation was issued amount- 
ing to $3,753,580. Additional circulation, to the amount of 
$980,920, was also issued to National Banks previously organized, 
making a total issue of $4,734,500 during that time. Within the 
same period circulation to the amount of $2,767,232 was redeemed 
and destroyed, without re-issue ; the actual increase being therefore 
but $1,967,268. The following table exhibits, by States, the num- 
ber of National Banks organized, with their capital and circula- 
tion, together with the circulation issued to banks previously organ- 
ized, and the circulation voluntarily returned and destroyed, from 
June 20, 1874, to January 14, 1875. 

Circulation issued. —— —-—-Circulation retired.——, 
Total cir- Underact Ligui- 


Statesand No.of New Old culation ofJune dating 
Territories. banks. Capital. banks. banks. issued. 20, 1874. danks. Total. 


Massachusetts..... 1 . 
Rhode Island..... .. . 
Connecticut ...... .. F 
New York........ .. : 
Pennsylvania S. 
Maryland ........ .. . 
Dist. of Columbia. .. . 
Virginia ° 

West Virginia..... .. . 
North Carolina.... .. . 
South Carolina.... .. . 
Rare : 
Florida 2. 
Pears . 
ee en eae . 


: : + 479,054 
. 113,710 . 325,210 . A + 113.245 


48,570 - 944.070 . . 132,670 

; + 104,320 . 468,800 . . 87, 319.623 

Michigan P 600 . 83,320. 203,920. 6 : 69,200 
Wisconsin : + 22,500. 49,500 . 800 . 37,952 
63,000 . 324.000 . 35,040 

126,000 . + 12,430 

9,700 

3,165 


“The act of January 14, 1875, repealed all laws which limited 
the aggregate amount of National Bank circulation, and also the 
laws (above referred to) which provided for its withdrawal and 
redistribution. It further authorized the unlimited issue of circu- 
lation to banks organized, or to be organized, under existing laws, 
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but made it the duty of the Secretary of the Treasury to retire 
legal-tender notes to the extent of 80 per cent. of the additional 
National Bank notes issued, until their amount should be reduced 
to $300,000,000.” 

Between the date of this act and November 1 following, 
eighty-nine banks were organized, with an aggregate capital of 
$10,654,100 and $3,750,680 of circulation. Additional circula- 
tion, amounting to $7,235,995, was also issued to National Banks 
organized previous to the date of the act last mentioned, making 
a total issue, since January 14, of $10,986,675. Legal-tender 
notes, amounting to $8,763,756, have, under the provisions of the 
law, been withdrawn from circulation and destroyed, leaving the 
amount of such notes outstanding on November 1, 1875, $373,- 
236,244. During the same period $14,570,305 of National Bank 
notes were redeemed by the Treasurer, and $2,690,918 surrendered 
to this office, none of which has been re-issued. The actual 
decrease, therefore, iri National Bank circulation has, since January 
14, 1875, been $6,774,548. The total circulation issued to 
National Banks under the acts of June 20, 1874, and January 
14, 1875, was, on November 1 of this year, $15,721,175, during 
which time $20,028,455 of their notes were redeemed or sur- 
rendered and destroyed; the decrease in total circulation during 
this period being $4,307,280. The whole amount of legal-tender 
notes deposited with the Treasurer under the act of June 20, 
1874, by banks now in operation, for the purpose of retiring 
circulation, was $27,552,329, which amount was deposited by 241 
banks. There was also deposited by banks in liquidation $6,210,- 
175, to which must be added a balance of $3,813,675 remaining 
from deposits made by liquidating banks prior to that date; mak- 
ing a total of $37,576,179 thus deposited. Deducting from this 
sum the amount of circulating notes which, during that period, 
was redeemed and destroyed and for which no re-issue was made, 
there remained on November 1, of legal-tender notes on deposit 
with the Treasurer for the purpose mentioned, $20,238,642. 

The Comptroller gives the following summary of the operation 
of the acts of June 20, 1874, and of January 14, 1875, down to 
November 1 of the present year: 

National Bank circulation outstanding June 20, 1874 $ 349,894,182 


Issued from June 20, 1874, to January 14, 1875... $4,734,500 
Redeemed and retired between same dates 2,767,232 


Increase from June 20, 1874, to January 14, 1875 


Amount outstanding January 14, 1875 $ 351,861,450 
Redeemed and retired from Jan. 14 to Nov. 1, 1875.. $14,570,305 
Surrendered between same dates 2,690,91 


Total redeemed and surrendered $17,261,223 
Issued between same dates 10,986,675 


Decrease from January 14 to November 1, 1875.........--.---- 6,274,548 
Amount outstanding November 1, 1875......+.---00------- $ 345,586,902 
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Balance of legal-tender notes on deposit in the Treasury June 20, 
1874, to redeem circulating notes of insolvent and Lotiaiog $ 
3,813,675 
Deposited from June 20, 1874, to November 1, 1875, to redeem 


National Bank circulation 33,762,504 


: $37,576,179 
Circulation redeemed by Treasurer between same dates, without 


re-issue 1753375537 
Legal-tender notes remaining on deposit Nov. 1, 1875 $ 20,238,642 


Legal-tender notes retired under act of January 14, 1875...----. $8,763,756 
Decrease of National Bank notes from June 20, 1874, to Novem- 

ber 1, 1875 45307,280 

It is too early as yet to form any positive opinion as to 
the effects which the recent legislation is capable of pro- 
ducing in the National Banking system organization. The 
system is too large, too widely extended, and too powerful for 
the full influence of the new laws to be seen until they have had 
time to develop the changes they have begun to set in motion. 
Meanwhile we ought to make as few further changes in the law 
as possible. Among the consequences looked for from the laws 
enacted last session, two or three are important. One is the 
anticipated decentralization of the Banking system, so that the 
banks of the interior will not depend so closely upon New York 
as the center of the Banking system. Another consequence is the 
expansion of the credit system of the country. The opening of 
the door of Free Banking was expected to cause a multitude of 
banks to start up in all parts of the country and to organize 
under the new Banking law. This rapid creation of new banks 
has not been realized, nor has the inflation of the currency which 
was expected taken place as yet to the extent predicted. 

The bonds held as security for the bank circulation are re- 
ported as follows: 


Loan of Feb., 1861 (81’s).... February 8, 1861...........6 perct. $3,675,000 
Loan of July & Aug.,’61 (81’s)- July 17 and August 5, 1861..6 per ct. 51,059,350 
Loan of 1863 (81’s)......-..March 3, 1863 6perct. 28,046,700 
Five-twenties of March, ’64..March 3, 1864....-.......-6 per ct. . 179,000 
Five-twenties of June, ’64....June 30, 1864 6 per ct. 4,656,200 
Five-twenties of 1865 March 3, 1865 _ 8,272,700 
Consols of 1865 do. 6,536,650 
Consols of 1867 do. 10,282,100 
Consols of 1868 do. 2,981,000 
Ten-forties of 1864 March 3, 1864 5p - 97,974,150 
Funded loan of 1881 July 14, ’70,and Jan. 20, 71.5 perct. 141,072,050 
Pacific Railway bonds July 1, 62, and July 2, ’°64...6 perct. 12,814,512 


$ 367,549,412 


The securities now on deposit consist of $128,503,212 of six 
per cent. and $239,046,200 of five per cent. bonds. ‘The six per 
cents are diminishing under the influence of the recent calls of 
five-twenties. The amount of six per cent. bonds now held is 
$27,478,438 less than on November 1, 1874, and the five per 


34 





522 BANKER’S MAGAZINE. [ January, 


cent. bonds have also been reduced $393,900 during the same 
period. Since October 1, 1870, there has been an increase of five 
per cent. bonds, amounting to $143,103,650, and a decrease of six 
per cent. bonds of $118,388,088. Since October, 1865, the in- 
crease in five per cent. bonds has been $162,193,600, and the 
decrease of six per cent. bonds $47,747,338. The Comptroller 
gives the following table of the number and amount of National 
Bank notes, of each denomination, which have been issued and 
redeemed since 1863, and the number and amount outstanding on 
November 1, 1875: 
on NEP. -—— A mount. — —-———. 
Notes. Issued. Redeemed, Outstanding. Issued. Redeemed. Outstanding. 
$1. 18,046,176 . 14,092,126 . 3,954,050 $ 18,046,176 $ 14,092,126 - $3,954,050 
2.. 6,039,752 - 4,816,623 - 1,23, 9129 . 12,079,504 - 9,633,246 . 2,446,258 
- -47,0559184 .24,926,771 -22,128,413 -235,275,920 - 124,633,855 110,642,065 
10. 17,450,507 - 7,008, 532 - 9,801,975 -174,105,070 . 76,085,320 . 98,019,750 
20.. 5,296,064 - 2,004,464 - 3,291,000 -105,921,280 . 40,089,280 . 65,832,000 
50-- 884, "$8 | 381,037 - 503,128 . 44,208, 45° - 19,051,850 . 25,156,400 
100. . 645,83 299,428 . 346,410 - 64,583,500 - 29,942,800 . 34,641,000 
500. . 476. 14,471 - 4,500 - 9,238,000 . 7,235,500 . 2,002,500 
1,000. . 52530 - 5,048 . 482 . 5:530,000 - 5,048,000 . 482,000 
95,401,692 -54,148,500 .41, 253,192 $ 668,988,000 * 325; 811,977 $ 343, 176,023 
Add for fragments of notes lost or destroyed.......--..---..----- 7:205 


$ 343,183,228 


* Deduct from the amount redeemed $ 7,205.30 for payments of notes lost or destroyed. 


One of the most interesting statements of the report is its 
elaborate tables of the reserve. It appears that the National 
Banks held, on October 1, 1875, $26,400,000 more of reserve than 
would have been required prior to the act of June 20, 1874, and 
$82,400,000 more than is required under that act. The amount 
of cash reserve held was $148,500,000, which sum exceeds by 
$25,000,000 the amount required prior to June 20, 1874, and is 
$43,300,000 greater than that required under the present act. 

As to the dividends upon capital during the last year, they 
were less than ten per cent., while the ratio of dividends to 
capital and surplus was less than eight per cent. These figures 
compare with the returns of former years as follows: 

Div. to 
Half- No.of Net Div. to cap. & 
yearsin banks. Capital. Surplus Dividends. earnings. capital. surp. 

$ $ $ $ B-6 pl 

1869.. 1,481 . 401,650,802 . 82,105,848 . 21,767,831 . 29,221,184 - 5°42 - 4°50 
1870.. 1,571 - 416,366,991 . 86,118,210 - 21,479,095 .- 28,9969 4. S| 
1870.. 1,601 ~ 425, 17,104 - 91,630,620 . 21,080,343 . 26,813,835 - : 4°08 
1871.. 1,605 . 428,699,165 . 94,672,401 . 22,205,150 . 27,243,162 
1871. 1,593 - 445,999,264 - 98,286,591 - 22,125,279 27,315,311 - 
1872.. 1,750 . 450,693,706 - 99,431,243 - 22,859,826 . py ny 4 . 
1872.. 1,852 . 465,676,023 . 105,181,942 . 23,827,289 - 30,572, 
1873-- 1,912 . ,918,683 . 114,257,288 . 24,826,061 . 31,926,478 
1873-- 1,955 - Boos - 118,113,848 ~ 24,823,029 . 33,122,000 - 
1874.. 1,967 - 489,510,323 - 123,469,859 . 23,529,998 - 38,544,120 - 
1874.. 1,971 - 489.938, om - 128,364,039 ~ 24,929,307 . 30,036,811 . 
1875.. 2,007 - - 493,508,83 . 131,500,637 - 24,750,810 . 29,136,007 - 
1875.. 2,047 . 497; 4.833 - 134,123,649 - 24,317,785 - 28,800,217 - 
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To show the comparative profits of National Banks in different 
sections of the country, we give from the report the subjoined 
table: 


RATIO OF DIVIDENDS TO CAPITAL FOR SIX MONTHS ENDING— 


1872, ———-1873———,.__ ——--1874 ——1875-—— 

a 1. Mch 1. Spt. 1. Mch, 1. "ae 2. 1. Mch x. "Rept. 

Geographical Divisions. Se pc be vA pc. RH p. 
N. E. States “+ 49 -- 4°99 +. 4" 
Middle States ‘ ea - 4 
-- 4 
- 5 
4° 


che nectt 


Southern States 
West’n States and Territories. 


I. 
é. 
8 
8 
4 
United States ; 


mn Aon 
COW ooo 5 


ND SURPLUS, 


. E. States 
Middle States 
Southern States ii 
West’n States and Territories. 4°9 .. 
United States ee 


- ST -- 5° 

° SI -- 5 

- 52 -- 4 

- 55 -- 5° 

- 52 -- 5° 

RATIO OF DIVIDENDS TO CAPITAL 
q7 ..¢ 

4'0 .. 3° 

7 «- 4 

4°5 -- 4° 

4 


RUNGE > 
, ‘is 
CO mS SI CO 


I 
Oo. 
7- 
5 - 
2 


J ‘ . . . 
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ee 
PROFITS OF THE LONDON JOINT-STOCK BANKS, 1872-1874. 
1874. 1873. 1872. 
I.—Capital paid up and surplus-....-.£12,500,000 .. £12,100,000 .. £11,300,000 
II.—Cash deposits 6, -- 94,000,000 .. 90,000,000 
III.—Business profits 1,849,000 .. 1,646,000 
~~ on cash deposits to per cent. .. a 408. 34. .. 36s. 5d. 
—Expenses =" 644,000 .. 604,700 
Equal on cash deposits to per cent.. > 145. Od. .. 135. 4d. 
V.—Net business profits ba 1,204,800 .. 1,041,800 
Equal on cash deposits to per cent. .. . oer 26s. 3d. .. 235. Id. 
VI.—Net business profits equal on Per cent. Per cent. Per cent. 
capital paid up to....---...20.6 Wy .. | 12 
Add interest on capital and surplus 
invested 2 se 5 a 5 


Net profit on the year............. wy :. YM... 17 


It has been contended by the enemies of our Banking law 
that under it the share-holders of the National Banks realize im- 
mense profits, and that foreign institutions do not earn as much. 
Two questions are here suggested. First, how much per cent. 
do our National Banks really divide upon their capital every 
year? Secondly, how much is divided by the Banks of foreign 
countries? To the former inquiry a full answer is given in the 
foregoing tables, which show that throughout the United States 
the National Banks on the average of the last three years have 
paid dividends to their stockholders amounting to about eight per 
cent. on the capital and surplus. Whether this amount of divi- 
dend is moderate or excessive, we may safely leave to any candid 
observer to judge. What is certain, is that the chief banks in 
Europe earn a great deal more. To illustrate the immense 
profits of some of the foreign institutions, we give from the Lon- 
don Economist the subjoined statement of the comparative profits 
of the ten principal joint-stock banks of London from 1872 to 
1874. The figures for 1875, when published, will show some 
falling off, in consequence of the late failures in England. 
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An important part of the report is devoted to the insolvencies 
and failures of National Banks, and to the losses caused thereby 
to the country. The Comptroller says: “The losses to creditors 
from the failures of banks prior to 1863 cannot be even approxi- 
mately estimated, the only accessible data having reference solely 
to losses upon circulation.” Mr. J. R. McCulloch says that “the 
destruction of country banks in England has upon three different 
occasions, in 1792, in 1814—15-’16, and in 1825-26, produced an 
extent of bankruptcy and misery that has never perhaps been 
equaled except by the Mississippi scheme in France. In 1826, 
forty-three commissions of bankruptcy were issued against country 
bankers, and from 1809 to 1830 no less than 311.” Elliot’s Fund- 
ing System, page 1176, gives a list of fifty-five banks in the Uni- 
ted States, with an aggregate capital of $67,036,265, which failed 
in 1841. The total bank capital in that year, as stated by Elliott, 
was $317,642,692, and the failures therefore represented more than 
one-fifth of the entire bank capital of the country.. It is further 
mentioned that in nearly every instance the capital invested in 
such failures was wholly lost. Of these fifty-five banks, twenty-five 
had been organized under the free-banking system of New York, 
which was adopted in 1838, and represented a capital of $3,327,- 
965; and eleven were organized under the safety-fund system, with 
a capital of $3,000,000. The failures in Pennsylvania represented 

45,711,000 of capital, including the United States Bank of Penn- 
sylvania, with a capital of $35,000,000. The failures in Ohio re- 
presented $2,377,169, in Illinois $3,446,125, and in the city of 
New Orleans $4,708,652 of capital. Corresponding facts respect- 
ing the State Banks of this country in subsequent years, and 
especially in connection with the panic of 1857, will be remem- 
bered. Since the organization of the National Banking system in 
1863, and down to October 1, 1875, thirty-eight National Banks 
have failed, with a total capital of $9,011,100, and with circulation 
amounting to $5,874,893. ‘The experience of this country, previous 
to the organization of the National Banking system, has skown 
that in twenty years an amount equal to its whole banking circu- 
lation was lost in the hands of the people—the loss by bills of 
broken banks alone being computed to have been at the rate of 
five per cent. per annum. There has been no loss whatever upon 
the circulation of the National Banks, and no loss to the bill- 
holder can arise so long as the present laws shall remain in force. 
The total amount of claims proved against all of the insolvent 
National Banks is $14,672,106. Dividends amounting to $8,292,- 
877 have been paid upon these claims; and it is estimated that 
the total loss to their creditors since the organization of the system 
in 1863, will not exceed $3,985,000. There has already been paid 
upon the total amount of proved claims an average of fifty-six 
and one-half per cent. Six banks in New York city and one in 
Brooklyn have failed, with an aggregate capital of $3,000,000; 
and three of those in New York, with a capital of $1,200,000, 
have paid their depositors in full, the amount so paid being $1,332,- 
031. The bank in Brooklyn, which failed with $1,191,380 due to de- 
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positors, has paid to that class of its creditors g6 per cent. in 
dividends, amounting to $1,143,725. The whole amount of claims 
of the depositors of the seven banks mentioned is $4,482,568, 
upon which $3,878,755 have been paid, being an average dividend 
of eighty-six and one-half per cent. The total amount of losses of 
depositors of National Banks in New York and Brooklyn is 
estimated at $246,130, or five and two-fifths per cent. upon the 
‘amount of claims proved. There have been no losses by failures 
of National Banks in any of the other principal cities, except in 
Chicago, New Orleans, and Washington. One bank only has 
failed in the New England States, and the total loss to creditors 
of that institution is but $1,379. The loss to all creditors of 
National Banks in the Middle States is estimated at $701,401, 
and in the Western States at $841,729. The largest proportion of 
loss has been in the Southern States, where business has continued 
unsettled throughout the entire period since the organization of 
the system; the losses in those States being estimated at $2,439,- 
994 upon $6,638,074 of liabilities. The whole number of banks 
which have failed, with their location and capital, claims proved 
and dividends paid, together with the estimated loss, is as 


follows : 
No. of Claims Estimated 
States. banks. Capital. proved. Dividends. bss. 


Connecticut ; - $60,000. $68,986 . $67,606. $1,379 
INOW WOME co oinicia 0:00): - 3:501,100 . 5,049,430 - 4,251,207 . 432,684 
FEMNSYIVAMIR 206056500. 3 < 3501000 - 1,055,264 - 669,660 . 368,717 
Illinois - 00,000 . 1,001,816 . 128,922 . 593,310 
Ohio -- I. - 144,775 50,671 - 43.432 
Indiana ‘ r 206,998 - 46,611 . 84,82 
3 205,256 . 140,258 . 908 
559329 - 24,898 
76,366 . 11,455 - 
: 169,812 . 135,850 
District of Columbia i - 2,254,458 - 1,022,487 - 
Virginia * 1,342,252 - 501,018 . 
‘Tennessee : : 376,932 - 65,335 - 
288,932 - 101,126 . 
Mississippi ° a 33,110 . 11,588 
Arkansas = 2 15,142 . 15,142 - 
Louisiana 5 - 2,327,248 - 1,048,443 - 508,715 


38 -$9,011,100 .$14,672,106 .$8,292,877 -$3,984,503 

In each of ten States in the above table there was a failure 

of one bank only, the aggregate capital of these ten banks being 
=° million dollars. In twenty-two States and Territories, including 
all the New England States except Connecticut, with New Jersey, 
Delaware, Maryland, Kentucky, Missouri, Michigan, Wisconsin, 
and Minnesota, there have been no failures. The few failures of 
National Banks, and the comparatively small proportion of loss 
which has resulted to their creditors, from this cause, may, in 
great measure, be attributed to the beneficial restrictions of the 
act, under which a large amount of surplus has accumulated since 
the organization of the system, and which surplus is a perpetual 
and increasing fund to which losses and bad debts may be 
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charged. The following table exhibits the amount and increase of 
the surplus fund to the present time: 


No. of Amount of Semi-annual 
Date. banks. surplus. increase. 

july, 1865..........3 1,294 ---- 31,303,566 --.. 22,640,255 
errr 1,582 ..-. 43,000,371 -.-. 11,696,805 
ere 1,634 ~--. 50,151,992 .--. 7,151,621 
( ae 1,648 .... 59,992,875 ---- 9,840,883 
PO 1,636 .... 63,232,811 ..-- 3,239,936 
/ ee eee E642 22. JOG56,126 .... 7,353,315 
July, 1868............ 1,640 .--. 75,840,119 .--- 5,253,993 
pe eee 1,628 ..-. 81,169,937 ---- 5,329,818 
Bume, 1909.25065<.4.<0 1,619 .... 82,218,576 .--. 1,048,639 
Piss, TOIO sa cde snne 1,615 ---. 90,174,281 ~--- 7,955,705 
GONG, TO 70. sc50 ccc55 1,612 .... 91,689,834 ---- 1,515,553 
Dlg BJO. ncnee.ncessc 1,648 -.-.. 94,705,740 --.- 3,015,906 
See 3,723 =... O%922,004 .... 3,656,464 
CS ar 1,790 <... IOUS92 364 ...< 3,250,050 
re 1,853 ---- 105,181,043 ---- 3,608,789 
ee. Sener 1,940 .... I11,410,249 .... 6,228,306 
June, 1873.......---++ 1,968 .... 116,847,455 ---- 5,437,206 
WCC. TOGA os scncesccs 1,976 .... 120,961,268 .... 4,113,813 
fone, $076. .-...0 scocce 1,983 -... 126,239,308 .... 5,278,040 
eS 7. ener 2,027 .--- 130,485,041 .... 4,246,333 
June, 1875.......----- 2,076 133,169,095 2,683,454 


“The great increase in this fand during re years 1865 and 
1866 was largely owing to the conversion, in those years, of 
State institutions into National Banks; but prior to the organiza- 
tion of this system there was not, that I am aware, any provision 
of law requiring banks to carry any portion of their net earnings 
to a surplus fund. The act provides not only that a National 
Bank shall, before the declaration of a dividend, carry one-tenth 
part of its net profits of the preceding half-year to its surplus fund, 
until the same shall amount to twenty per centum of its capital, 
but that losses and bad debts shall be deducted from its net 
profits before any dividend shall be declared. It further provides 
that all debts due to an association on which interest is due and 
unpaid for a period of six months, unless the same are well 
secured and in process of collection, shall be considered bad debts 
within the meaning of the law. And this provision is construed 
to include stocks and bonds upon which interest is past due, as 
well’as promissory notes.” 

As we have frequently demonstrated, one of the chief safe- 
guards of our banking system consists in the arrangements for 
publicity, which are superior, in some respects, to those adopted 
in any foreign system of banking. We regret that the Comp- 
troller’s report, although replete with elaborate information on other 
topics, does not enter more fully into this important practical 
department. Among the facts which the public wish to know are 
those which concern the duties and efficiency of the National 
Bank Examiners, who are a very important class of officers, and 
their work for the past three years well merits to be set forth 
before Congress in a special report on “the past and present safe- 
guards of the National banking system in their practical operation.” 
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A CENTURY OF FINANCE. 


A CENTURY OF FINANCE IN THE UNITED STATES. 
BY J. S. GIBBONS. 


FIRST PERIOD. FRANKLIN—CONTINENTAL MONEY. 


The financial history of the United States began with the crea- 
tion of paper money to meet the expenses of the war with Great 
Britain. The colonies were without any other resource. Their 
separation from the mother country deprived them of all income 
from taxes and commerce. They had no Treasury, and no credit. 
The proposition to issue paper money is generally attributed to 
Doctor Franklin. It had been used in Pennsylvania in 1723, and, 
Franklin said, “ had given new life to business, promoted greatly 
the settlement of the new lands, whereby the colony was greatly 
increased in inhabitants.” It was a case of necessity, not of 
choice. “ However fit a particular thing may be for a particular 
purpose,” said Franklin, “wherever that thing is not to be had, 
or not to be had in sufficient quantities, it becomes necessary to 
use something else, the fittest that can be got, in lieu of it. 
Having no legal shillings, the necessity of illegal ones fixes them 
upon the public.” It was only as an unavoidable necessity that 
the people of the colonies resorted to the issue of paper money. 
So far from these observations of Franklin furnishing any reason 
for its adoption after the country has grown rich, they are a direct 
apology for its use even in the extreme circumstances described. 

The first emission of the paper subsequently known as “ Con- 
tinental money,” was in the month of June, 1775. Up to August, 
1776, fourteen millions were issued; and this amount circulated at 
the par of specie until January, 1777, when it was quoted at 
$1.25 for $1 in silver. The following synopsis shows the pro- 
gressive decline of it from that date, and its current value in 
silver at the time of issue. But it is to be observed that the whole 
volume sunk to the extreme rate reached at any specified time: 

Date of Deprecia- Value in 

Emission. Amount. tion. Silver. 

$ 14,000,000 stint sas ---- $14,000,000 
5,000,000 os OGGG ° 55. 1,879,700 
1,000,000... 3° —_ 333,333 
10,000,000 ? 4° ane 2,500,000 
5,000,000 Pane 4°50 eats L,111,111 
24,000,100 ate Cy aime 4,800,020 
26,500,200 bist 6° sci 4,416,700 
24,447,620 -- 8: wee 3,055,952 
10,000,320 eee Io’ ee 1,000,032 
5,000,160 ipa Co av 294,127 
25,000,380 sae eee il 1,250,019 
25,000,360 Raa 24° re 1,041,681 
5,000,180 asco eee ae 166,673 
20,050,680 inse — 520,796 


$ 200,000,000 $ 36,370,144 
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In September, 1779, twenty dollars of the paper money would 
buy no more than $1 of silver. ‘ Congress,” says Jefferson, 
“alarmed at the consequences which were to be apprehended should 
they lose this resource altogether, * * yet thought it would be 
worth while to submit to the sacrifice of 19 out of 20 dollars, if 
they could thereby stop its further depreciation. They therefore 
published an address in which they renewed their original declara- 
tions that this paper money should be redeemed at dollar for dollar. 
They proved the ability of the States to do this, and that their 
liberty would be cheaply bought at this price. The declaration was 
ineffectual. No man received the money at a better rate; on the 
contrary, in six months more (by March, 1780) it had fallen to 
40 for 1. Congress then tried an experiment of a different kind. 
Considering their former offers to redeem this money at par, as 
relinquished by the general refusal to take it but in progressive 
depreciation, they required the whole to be brought in, declared 
it should be redeemed at its present value of 40 for 1, and that 
they would give the holders new bills, reduced in their denomina- 
tion to the sum of gold or silver which was actually to be paid 
for them. This effort was as unavailing as the former. It con- 
tinued to circulate and to depreciate till the end of 1780, when it 
had fallen to 75 for 1.” 

Then it ceased altogether to circulate in the Staies north of 
the Potomac. In Virginia and North Carolina it continued a 
year longer, when it stood at 1,000 for 1. “Then,” says Jefferson, 
“it expired without a groan. Universal congratulations took place 
on seeing this gigantic mass, whose dissolution had threatened 
convulsions which should shake their infant Confederacy to its 
center, quietly interred in its grave.” 

A few people raised an outcry on the occasion, loudest of 
whom were foreigners who had failed through extravagance or bad 
management, and who sought to cover their fault by exhibiting 
among their assets large masses of the dead money (by the bushel 
or the barrel), which they had bought at 5,000 dollars for 1 dollar 
in silver. 

It was estimated that an equal amount to that authorized by 
Congress, viz.: $ 200,000,000, had been issued by the several 
States. Allowing the same depreciation as that offered by Con- 
gress for its redemption (40 for 1), the actual cost of the two 
masses was about 72 million dollars, specie value. The State 
emissions were assumed to be part of the common debt, to be 
redeemed at the same rate. 

“It will be asked,” says Jefferson, “how will the two masses 
of Continental and State money have cost the people of the 
United States 72 million dollars, when they are to be redeemed 
now with about 6 million? I answer that the difference, being 
66 million, has been lost on the paper bills, separately, by the 
successive holders of them. Every one through whose hands a 
bill passed, lost on that bill what it lost in value during the time 
it was in his hands.”* 


* There is an apparent discrepancy in these figures, which can be reconciled only by sup- 
posing the rate of redemption to have been different from that stated. It is not material. 
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No part of our financial history has been so imperfectly under- 
stood as that which relates to the Continental money. Jt was 
agreeable, no doubt, to a class of British writers to propagate any 
account which reflected discredit upon the Americans, who had 
dismembered their empire. Chiefly to this source is to be ascribed 
the attempt to fix the brand of National repudiation on the United 
States. A fair scrutiny must lead any candid mind to the con- 
clusion that the Federal Government, in the final redemption of 
the Continental money, approached as near to exact justice as the 
nature of the case allowed. The original disbursement was at 
the current value of specie, which governed the cost of all sup- 
plies and munitions. In the transactions of trade, the profit on 
sales may be presumed to have balanced the loss by depreciation ; 
and in any event, the real losers were not the present holders of 
the money at the time of redemption. There is an even proba- 
bility that every fair holder received all that was justly due to 
him. Losses resulting from purchase at the extreme rates quoted 
by Mr. Jefferson, for purposes of speculation or fraud, furnish no 
ground for charging the Federal Government with bad faith toward 
its creditors. By a law passed in 1791, any residue of the bills was 
made fundable at $100 for $1; but the sum to be obtained for 
them was so small that nobody was tempted to collect them. 


SECOND PERIOD. MORRIS—HAMILTON—GALLATIN ; 1780 To 1811. 


The void caused by the disappearance from circulation of the 
Continental money was partly filled by payments from the military 
chest of the French army, then codperating with the United States 
in the war with Great Britain; also by the disbursements of the 
British army for such supplies as it could obtain. The American 
army was without any “chest,” other than the private purse of 
Robert Morris, a patriotic and wealthy citizen of Philadelphia, who 
placed his entire fortune at the service of the country. As Sufer- 
intendent of the Public Finances he originated the plan of a 
National Bank with the title “ Bank of North America,” which 
was laid before Congress in May, 1780, and approved by that 
body. The capital was to be $10,000,000. The circulating bills 
of the institution were made a “gal ¢ender, and receivable for 
all taxes, duties, and debts due to the United Siates. Its charter 
was made perpetual. Opportunely, a French frigate arrived at 
Boston with about $470,000 of specie, which was intended as 
part of the capital; but the urgent necessities of the Government 
absorbed half of it before the bank was organized. ‘The other half 
went into the stock; and the institution, with Robert Morris as 
President, began business in December, 1781. Small as was the 
capital paid up—only $400,000 in all—“such was its happy and 
immediate influence on the public finances, and on commercial 
concerns in general, that it may be justly doubted whether, with- 
out its seasonable aid, the revolutionary struggle for independence 
could have been brought at all to a satisfactory termination.”* 


* Goddard. 
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It may be granted that the establishment of the Bank of North 
America, at a juncture when our last available resources were 
exhausted, might seem to justify even a higher estimate of its 
present importance. It is not by the magnitude, merely, of events, 
that the greatest ends are gained, but by their timeliness. The 
Bank of North America acted as the fiscal agent of the Govern- 
ment until 1789, when the Treasury Deparment was created; but 
meanwhile its shareholders accepted a charter from the State of 
Pennsylvania, which was in some respects dissonant with that 
granted by Congress. The whole subject was, therefore, necessarily 
re-opened when the Treasury Department was organized, and its 
affairs placed in the hands of Alexander Hamilton, who was spe- 
cially instructed by the House of Representatives, August 9, 1789, 
“to prepare and report such further provision as may, in his opin- 
ion, be necessary for establishing the public credit.” 

‘In his report to Congress, Hamilton said concerning the Bank 
of North America: “The aid afforded to the United States by this 
institution during the remaining period of the war was of essential 
consequence ; and its conduct ‘towards them since the peace has 
not weakened its title to their patronage and favor. So far its 
pretensions to the character in question are respectable; but there 
are circumstances which militate against them; and considerations 
which indicate the propriety of an establishment on different prin- 
ciples. The Directors of this bank, on behalf of their constituents, 
have since accepted and acted under a new charter from the State 
of Pennsylvania, materially variant from their original one; and 
which so narrows the foundation of the institution as to render it 
an incompetent basis for the extensive purposes of a National 
Bank.” 

The report of the Secretary closed with a proviso “that if the 
Bank of North America shall come forward with any propositions 
which have for their object the ingrafting upon that institution the 
characteristics which shall appear to the Legislature necessary to 
the due extent and safety of a National Bank, there are, in his 
judgment, weighty inducements to giving every "reasonable facility 
to the measure. * * The incorporation or union here contem- 
plated may be effected in different modes, under the auspices of 
an act of the United States, if it shall be desired by the Bank of 
North America, upon terms which shall appear expedient to the 
Government.” 

The shareholders of the Bank of North America having finally 
resolved to adhere to their local connections, Congress passed an 
act February 25, 1791, incorporating the first Bank of the United 
States with a capital of $10,000,000. The measure was opposed 
in the House of Representatives on legal grounds. President 
Washington, therefore, did not approve the act without consulting 
his constitutional advisers. These were the Attorney-General, and 
the Secretaries of State, War, and of the Treasury. They were 
equally divided in opinion; whereupon the President gave his 
casting vote in its favor, and signed the bill. This was the first 
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indication of a certain financial policy on the part of the Govern- 
ment. The influence exerted by it both on private and public 
credit was commensurate with the success of the bank as a com- 
mercial institution. The stock paid an average yearly dividend of 
8% per cent. through the whole term of its charter, and returned 
an extra premium to the shareholders on final liquidation. The 
Government owned 5,000 shares, of which it sold 2,493 in 1796 
and 1797 at a premium of 25 per cent.; 287 at 20 per cent.; 
and in 1802 the remaining 2,220 at an advance of 45 per cent., 
making ‘together, exclusively of the dividends, a profit of $721,160 
to the United States. Gratifying as this must have been to the 
stockholders, it was yet a minor consideration compared with the 
general standing and prestige derived from it to the nation at 
large. “It is now a well-known historical fact,” said an able 
writer in 1831, “that in the infancy of our Republic we were but 
little respected by foreign nations, and by some scarcely acknowl- 
edged, until we had established a sound and efficient National 
system of finance.” This system, of which the bank was the main 
pillar, consisted of methodical and laboriously wrought plans of 
revenue and liquidation, embracing every contingency to which 
our general economy was subject, and pointing, with admirable 
clearness and precision, the way of effective and thorough organiza- 
tion of all the elements of National wealth and power. For a 
masterly elucidation of the various problems connected with every 
important phase of this subject, the reader is referred, in addition 
to that of December, 1790, to Hamilton’s several reports on 
the Sinking Fund, the Mint, the combination of the public debt 
with the capital of the bank, the plan of stock redemption, the 
assumption of the State debts, and especially his second and last 
report, of January 16, 1795, on the eve of his retirement from 
the Treasury. The scope of this masterly and profound -document 
may be inferred from the opening sentence of it, addressed to the 
Senate as follows: 

“The President of the United States,* with that provident concern for the 
public welfare which characterizes all his conduct, was pleased in his speech 
to the two Houses of Congress, at the opening of the present session, to 
invite their attention to the adoption of a definite plan for the redemption of 
the public debt, and to the consummation of whatever may remain unfinished 
of our system of public credit, in order to place that credit as far as may be 
practicable on grounds which cannot be disturbed, and to prevent that pro- 
gressive accumulation of debt which must ultimately endanger all Govern- 

” 

oe of possible contingencies which “serve to promote the accumula- 
tion of debt by leaving that which exists without adequate provision for its 
reimbursement,”’ the Secretary observes that, “There can be no more sacred 
obligation on the public agents of a nation than to guard, with provident fore- 
sight and inflexible perseverance, against so mischievous a result. True 
patriotism and genuine policy cannot, it is respectfully presumed, be better 
demonstrated by those of the United States, at the present juncture, than by 
improving efficaciously the very favorable situation in which they stand for 
extinguishing, with reasonable celerity, the actual debt of the country, and for 
laying the foundation of a system which may shield posterity from the conse- 
quences of the usual improvidence and selfishness of its ancestors, and which, 
if possible, may give immortality to public credit.” 

* Washington. 
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These expressions indicate the high degree of moral sensibility 
to public obligation which inspired the National Legislature of that 
day. ‘The following table exhibits the state of the public debt 
and finances during the five years of Hamilton’s administration : 


1791. 1792- 1793- 1794- 1795+ 

MC moked Uoccsmuniaeaanesy $52,000,000 $31,500,009 $31,100,000 $34,600,000 $ 69,756,268 
Exports, ...22-...cccccccccsseress 19,012,041 . 20,753 098 . 26,109,572 . 33,026,233 . 47,989,472 
Excess of imports ........- 2.200 32,687,959 - 10,749,902 . 4,999,428 . 1,573,707 . 21-766,796 
Customs duties............eeeeeee 6,494,225 - 4,938,074 . 6,598 445 . 8,588,382 . 11,163,370 
REC OE 45399472 - 3,443,070 . 4257,306 . 4,801,065 . 5,528,461 
Payments. . Ssial dds /carpariomaet a aneidanna 5,287,949 . 7,263,665 . 5,819 505 . 5,501,578 . 6,084,411 
Appropriations on debt account.... 6,194,476 . 7.372,871 - 7,489,427 . 7,427,903 - 7,521,159 
Gross revenue from customs....... 6,273.783 . 5.095,019 . 6,720,985 . 871,195 . 11,253,733 
Net > p ae SPR 6,534.263 . 4,615,559 - 6,073,512 . 6,717,510 . 7,959,409 
Tonnage, American............. 363.854 . 414,679 . 447 754 - 525.649 . 580,277 

Do. IN en cik:nittrensicain-cve 240,548 . 244,278 . 163,56 . 82,794 . 56,832 


While distinguished honor, patriotism and magnanimity are to 
be accorded without stint to Robert Morris, who was appropriately 
styled “the purse-bearer of the Revolution,” it is to the genius 
of Hamilton that the nation owes nearly everything that has 
been done or thought of in exemplifying the principles of sound 
financial policy, and in impressing on the soil of American 
economy the first foot-prints of scientific organization. Eulogy 
was never better deserved, nor more fittingly expressed, than by 
M. Guizot (Paris), in his “ Vie, Correspondance et Ecriis de Wash- 
ington,” in the following words: 

“ Hamilton must be classed among the men who have best 
known the vital principles and fundamental conditions of a Gov- 
emment * * worthy of its mission and of its name. * * 
There is not in the Constitution of the United States an element 
of order, of force, of duration, which he has not powerfully con- 
tributed to introduce into it, and to cause to predominate.” 


At the date of the adoption of the Federal Constitution (1788) 
there were but three banks existing in the United States—the 
Bank of North America, the Bank of New York, and the Bank 
of Massachusetts. Their aggregate capital was $ 2,000,000, and 
the population of the country was 3,929,827 (1790). During the 
period covered by the charter of Hamilton’s bank, the population 
of the country increased to 7,239,814, and 89 new banks were 
created under State charters with an aggregate capital of 
$ 40,601,601. This was no more than was demanded by the 
increased volume of business. The country flourished in all the 
essential elements of wealth and power. “Public and private 
credit was raised from a prostrate to a very elevated condition, 
and the finances of the nation were placed upon the most solid 
foundation.” ‘There was reasonable ground to hope that an institu- 
tion which had proved so beneficial to the country, would be pre- 
served and cherished as the continuing base on which might be 
permanently established the industrial and commercial policy of 
the Government. But this hope was destined to a fatal disap- 
pointment. ‘Soon after the bank was chartered,” said the Com- 
mittee of Ways and Means* of the House of Representatives, in 
their review of the case, in 1830, “the two great parties that have 


* Report of Com. of Ways and Means on President’s message, April 13, 1830. 
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since divided the country began to assume an organized existence. 
When Mr. Jefferson came into power upon the strong tide of a 
great political revolution, the odium of the alien and sedition laws 
was in part communicated to the Bank of the United States. At 
no @ime since the commencement of the Government has there 
existed a more violent party excitement than that which marked 
the period under review. It was the period of the embargo, non- 
intercourse, and other commercial restrictions, when the undis- 
criminating opposition of the leaders of the Federa! party to the 
measures adopted by the Administration to vindicate our rights 
against British aggression, had caused the great majority of the 
American people to view these leaders as the apologists of a 
nation already regarded in the light of a public enemy. * * 
With all these difficulties to encounter, the proposition for renew- 
ing the charter was lost only by the casting vote of the President 
of the Senate, and by a majority of a single vote in the House 
of Representatives.” 

As it was, the defeat of this enlightened measure could not, 
probably, have been brought about but for the absence of its 
founder. By one of these inscrutable occurrences which are per- 
mitted to interrupt and defeat what appear to be the most 
natural and best justified of human hopes, the master-builder who 
had set the nation forward on its grand career was struck down, 
and with him the influence that might have saved his work. But 
as if to make brighter the page on which the name of Hamilton 
is written, the very party and the very leaders that were foremost 
in destroying the work cf his hand, within three years thereafter 
were foremost also in restoring it, as far as the policy was con- 
cerned, by passing the charter of the Second Bank of the United 
States, with a capital three times greater than the former! 

This passage in our financial record is important as showing 
that the policy in issue was not tried on its merits, but was 
crushed by the blind spirit of political fanaticism. Hamilton 
retired from the Treasury in 1794. His two immediate successors, 
Oliver Wolcott, of Connecticut, and Samuel Dexter, of Massa- 
chusetts, in a service of six years, carried forward successfully the 
general policy which they found drafted to their hands. They 
were succeeded by Albert Gallatin, of Pennsylvania, who, of our 
Secretaries of the Treasury, stands next in rank to Hamilton in 
knowledge of the bearings and relations of practical finance, but 
far behind him in originality of conception and ability of analysis 
in economical science. 

The period of Mr. Gallatin’s Secretaryship (1801 to 1813) 
was marked by a masterly conduct of details, and a 
steady pursuance of the general policy established by Ham- 
ilton, one of the most important of which was the acquisition 
of a standing for the National credit in Europe. In 1802 
the stocks of the United States sold at higher rates on the 
London Exchange than those of Great Britain. The revenues 
continued steadily to improve, insomuch that the addition of 
$15,000,000 to the public debt, contracted for the purchase of 
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Louisiana, involved no necessity for any new legislation to carry 
forward the prescribed course of its gradual extinction. In 1807 
Mr. Gallatin advised Congress that an annual unappropriated sur- 
plus of at least three million dollars might henceforth be relied on 
with great confidence. The permanent revenue for 1808 was*com- 
puted at $14,500,000, and the permanent expenses at $12,600,000. 
At the end of 1807 the balance in the Treasury would be 
$7,500,000. The following sentences, from his report of that 
year, indicated his early apprehension of war with Great Britain, 
and the prudential measures which he regarded as expedient in 
view of the possibility of such a catastrophe :* “What portion of 
that surplus may be wanted for necessary measures of security 
and defense; what portion should be applied to internal improve- 
ments, which, while increasing and diffusing the National wealth, 
will strengthen the bonds of union, are subjects which do not fall 
within the province of the Treasury Department. * * A previous 
accumulation of treasure in time of Jeace might, in a great degree, 
defray the extraordinary expenses of war, and diminish the necessity 
of either loans or additional taxes. * * And the public moneys 
not being locked up and withdrawn from the general circulation, 
but, on the contrary, deposited in banks, the most formidable 
objection to that system is thereby altogether removed.” The 
appointment (1813) of Mr. Gallatin as one of the Commissioners 
to Ghent, for the negotiation of peace, brought his connection 
with the Treasury to an abrupt termination. 


THIRD PERIOD, 1811 TO 1816—DALLAS—WAR WITH GREAT BRITAIN 
—FIRST SUSPENSION OF SPECIE PAYMENTS IN THE UNITED 
STATES. 


The immediate and sinister consequence of the refusal of Con- 
gress to extend the charter of the National Bank, was to remove 
the only restrictive influence over the issue of paper money. But 
for this, it would not have been profitable to invest capital in 
bank stock. No sooner was it determined that the institution 
should go into liquidation than the Legislatures of the several 
States were besieged with applications for local charters, each 
emulating all others in their competition to secure a share of the 
public revenues as a foundation for loans. The State of Penn- 
sylvania alone, in a single bill (1814), incorporated 41 new banks, 
all of which went into operation in the course of a few months. 
Other States followed with the same headlong precipitation, and 
the country was soon flooded with from forty to fifty millions of 
new currency, with scarcely even a nominal base of coin for its 
support. The inevitable consequence was little delayed. In 
September and August of the same year, all the banks outside 
of New England suspended specie payments. The Secretary of 
the Treasury informed Congress that he had been under the 
necessity of selecting 94 different State banks from Maine to 
Louisiana, as depositories of the Government. The various ‘kinds 


* Mr. Gallatin’s apprehensions of war were realized in 1812. 
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of paper money in circulation made it necessary to keep four 
separate ledger accounts in each; and thus, instead of a single 
account, which was all that the Treasury required when the Bank 
of the United States was its fiscal agent, the Government finances 
were represented by 376 different bank accounts, scattered from 
one end of the country to the other. But what was still more 
serious, it was found impossible to maintain that continuous super- 
vision of the revenues, and to exact those periodic settlements 
which constitute the only effectual safeguard against error, demor- 
alization, and fraud. The banks were ready enough to receive the 
dues of the Government, but, specie being no longer a part of the 
currency, the Treasury was forced into a corner. It could not 
receive irredeemable currency, and all its efforts to obtain settle- 
ment in coin were futile. ‘Thus the Treasury funds, amounting to 
near nine million dollars, were locked up in the suspended banks. 
As a consequence, the Government fell in default on the interest 
of its funded debt. Its Treasury notes were dishonored. The 
business of daily life was prostrated, and universal distrust pre- 
vailed. ‘The multiplication of banks has so increased the quan- 
tity of paper currency,” said Secretary Dallas in his report to 
Congress, “that it would be difficult to calculate its amount, and 
still more difficult to ascertain its value.” 

In this emergency Mr. Dallas proposed to Congress to return 
immediately to the instrumentality of a National Bank as the finan- 
cial arm of the Treasury; and the very party leaders who but 
three years before had defeated the renewal of the former bank, 
now united in support of his proposition. The charter was 
passed by Congress, and signed by President Madison on the 
roth of April, 1816. The capital was limited to $ 35,000,000. 
Although nearly a year must elapse before the institution could 
open its doors for the transaction of business, the premium on 
specie fell from 20 to 12 per cent. in a few days. In the course 
of the three following months it fell an additional 6 per cent., 
after which it quickly disappeared. The new bank went into 
operation on the first of January, 1817, on a specie basis, to which 
all the local banks were enabled to conform by its indulgence and 
generous liberality of management. Its first act was to assume the 
suspended debts due to the Government by those institutions, 
amounting in the aggregate to $8,848,315. This large amount 
was, therefore, made immediately available to the Treasury, whose 
defaults were forthwith honorably discharged and the National 
credit relieved from dishonor. 

That the war with England contributed to the economical and 
financial disorders of this period, there is no room to question; 
nor that those disorders were aggravated by the political party 
madness that tore up to its foundations, on the eve of an uncer- 
tain contest with the most powerful of nations, an_ institu- 
tion such as experience has amply proved to be capable of 
services without which no people can be strong or united. 


(Zo be continued.) 
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THE FINANCIAL HISTORY OF THE WAR. 
BY GEORGE S COE.* 


After the accession of Mr. Lincoln to the Presidency, the 
securities of the Government became difficult of sale, and they 
declined to such an extent that for the week ending June 24, 
1861, the following quotations were published: 


U. S. Bonds, 1881 (coupon), 6 per cent 
«Treasury notes, 12 per cent. int 
“ “ “ce II “es 


“ 6“ “ 10% “ 


Zealous exertions had been made by carefully organized com- 
mittees of the New York Chamber of Commerce, the month be- 
fore, to obtain subscriptions to Government ioans by sending cir- 
culars throughout the Northern States, in which citizens, public 
officers, banks, and other institutions were solicited to act as 
voluntary agents. But the aggregate secured was inconsiderable, 
and utterly failed of the amount required for pressing necessity. 
The great conflict was rising daily into more appalling magnitude. 
Moneyed capital, with instinctive timidity, buttoned tightly its 
pockets, and shrank from the danger. 

Fortunately, the commercial conditions of the Northern States 
were altogether favorable. The panic of 1857 had been followed 
by three or four years of great productiveness and economy, which 
had so turned international exchanges in favor of this country that 
larger balances in coin than ever before had, during 1860 and 
1861, been imported from Europe. The banks in New York 
alone holding the unpredecented amount of fifty millions, equal in 
August, 1861, to about fifty per cent. of their liabilities, while the 
apprehension of war had produced a general curtailment of credit 
throughout the Northern States. 

After the disastrous battle of Bull Run, and when Washington 
was closely beleaguered, and the avenue thence to New York 
through Baltimore was intercepted by the enemy, Mr. Chase, then 
Secretary of the Treasury, came to this city via Annapolis, and 
immediately invited all persons in this community who were sup- 
posed to possess or to control capital to meet him on the even- 
ing of August gth, at the house of John J. Cisco, Esq., then 
Assistant Treasurer of the United States in New York. This 
invitation drew together a large number of gentlemen of various 
occupations and circumstances. During the discussion which 

* This paper forms a part of the appendix to Mr. Spaulding’s History of the Legal Tender 
paper money. It is of interest, not only for i's own sake, but as throwing light on a multitude 


of questions which have been of late much discussed, and are likely to attract still more atten- 
tion during the present Session of Congress. 





oe ae 


fo—@ 0Uleee tet CU ee Cet 


oan 


1876. ] THE FINANCIAL HISTORY OF THE WAR. 537 


ensued, I suggested the practicability of uniting the banks of the 
North by some organization that would combine them into an 
efficient and inseparable body, for the purpose of advancing the 
capital of the country upon Government bonds in large amounts, 
and through their clearing-house facilities and other well-known 
expedients, to distribute them in smaller sums among the people 
in a manner that would secure active co-operation among the 
members in this special work, while in all other respects each 
bank could pursue its independent business. This suggestion met 
the hearty approbation of the assembled company, and arrested 
the earnest attention of the Secretary. At his request it was pre- 
sented to the consideration of the banks at a meeting called for 
that purpose at the American Exchange Bank on the following 
day, and was so far entertained as to secure the appointment of 
a committee of ten bank officers, to give it form and coherence. 
The committee convened at the Bank of Commerce, whose officers 
zealously united in the effort, and a plan was reported unani- 
mously. It may be found, with the names of the committee, in 
the BANKER’s MaGaziNnE of September, 1861. Their report was 
cordially accepted and adopted by the banks in New York, those 
in Boston and Philadelphia being represented at the meeting and 
as zealously and cordially united in the organization. It was greatly 
desired to include also the banks of the West, but it was found 
impracticable to secure the co-operation of the State Banks of 
Ohio and Indiana; and the State Banks of Missouri, the only other 
organization under a compacted system, were surrounded by com- 
batants. 

It was at once unanimously agreed that the Associated Banks 
of the three cities would take fifty millions of 7 3-10 notes at par, 
with the privilege of an additional fifty millions in sixty days, and 
a further amount of fifty millions in sixty days more, making one 
hundred and fifty millions in all, and offer them for sale to the 
people of the country at the same price without change. In this 
great undertaking the banks of New York assumed more than 
their relative proportion. To insure full co-operation and success, 
the expedient of issuing clearing-house certificates, and of appro- 
priating and averaging all the coin in the various banks as a com- 
mon fund, which had been invented but the year before, was ap- 
plied to this special object with good effect. 

So vast a responsibility, involving figures of such magnitude, 
had never before been attempted in this country, and the assump- 
tion of it with such promptitude was without precedent in history. 

The capitals of the banks thus associated made an aggregate 
of one hundred and twenty millions, an amount greater than the 
Bank of England and the Bank of France combined, each of 
which institutions had been found sufficient for the gigantic strug- 
gles of those great nations, from time to time, in conflict with all 
Europe. And this combination, made up of distinct and inde- 
pendent corporations, while it possessed all needed capacity for 
Government work, was free from the objections made to one great 
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financial institution. The following figures also show that its finan- 
cial condition was one of great strength: 














Liabilities— — . Assets in 
Deposits. Circulation. Coin. 

Banks in New York...... ..-- $92,046,308 .. $8,521,426 .... $49,733,990 

eR ca cekoccnaans 18,235,061 .. 6,366,466 .... 6,665,929 

«© Philadelphia. ........ 35,335,090 -. 2,076,857 .... 6,765,120 
$125,617,207 $16,964,749 
125,617,207 

NR cid ee israie deals: Woe cee $142,581,956 against $63,165,039 


coin on hand, equal to 45 per cent. of all liabilities. Surely, 
such conditions as these, with judicious administration, were ad- 
equate to the work which the country required. A great merit of 
this bank combination at that critical moment, when the life of the 
nation hung in the balance, consisted in the fact that it fully com- 
mitted the hitherto hesitating moneyed capital of the North and 
East to the support of the Government. The bank officers and 
directors who thus counseled and consented were deeply sensible 
of the momentous responsibility which they assumed, but all 
doubt and hesitation were instantly removed, and perfect unanim- 
ity was secured by the question, “ What if we do not unite!” 
And, acting as guardians of a great trust exposed to imminent 
danger, they fearlessly elected the alternative best calculated to 
protect it. 

The problem to be practically resolved by the banks was this. 
How can the available capital be best drawn from the people, 
and devoted to the support of Government, with the least disturb- 
ance to the country ? and by what means can arms, clothing and 
subsistence for the army be best secured in exchange for Govern- 
ment credit? These were simply questions of domestic exchange, 
and most naturally suggested the use of the ordinary methods of 
bank checks, deposits and transfers, that the experience of all 
civilized nations had found most efficient for the purpose ; and that 
this should be accomplished by the Associated Banks, in a manner 
best calculated to prolong their useful agency, and to preserve the 
specie standard, it was indispensable that their coin reserves remain 
with the least possible change. Accordingly it was at once pro- 
posed to the Secretary that he should suspend the operations of 
the Sub-Treasury Act in respect to these transactions, and, follow- 
ing the course of commercial business, that he should draw checks 
upon some one bank in each city representing the Association, in 
small sums as required, in disbursing the money thus advanced. 
By this means his checks would serve the purpose of a circulat- 
ing medium, continually redeemed, and the exchanges of capital 
and industry would be best promoted. This was the more impor- 
tant in a period of public agitation when the disbursement of these 
large sums exclusively in coin, rendered the reserves of the banks 
all the more liable to be wasted by hoarding. To the astonish- 
ment of the committee, Mr. Chase refused. Notwithstanding the 
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act of Congress of August 5th, which it seemed to us was passed 
for the very object then presented, but which he declared upon his 
authority as finance minister, and from his personal knowledge of 
its purpose, had no such meaning or intent. This issue was dis- 
cussed from time to time with much zeal, but always with the 
same result. It was seen by the most experienced bank officers 
to be vital to the success of their undertaking. To draw from 
the banks in coin the large sums involved in these loans, and to 
transfer them to the Treasury, thence to be widely scattered over 
the country at a moment when war had excited fear and distrust, 
was to be pulling out continually the foundations upon which the 
whole structure rested. And inasmuch as this money was loaned 
to the Government, and was in no sense a trust reposed in the 
banks, there appeared to them no reason why it should not be 
drawn by checks in favor of Government contractors and creditors, 
who would require to exchange them for other values in com- 
merce and trade, through the process of the clearing-house. And 
this consideration was greatly strengthened by the fact that these 
advances were made, and the money publicly disbursed, a long 
time before the Treasury Notes were ready for delivery to the 
banks which had paid for them. In the light which has since 
been shed upon the act of Congress referred to, it is evident that 
undue weight was given to the views of the Secretary, and that 
the banks would have conferred an incalculable benefit upon the 
country, had they adhered inflexibly to their own opinions. But 
the pressure of startling events required prompt decision, and the 
well-known intelligence and patriotism of the Secretary gave to 
his judgment overwhelming power. It soon became manifest that 
in consenting to have their hands tied, and their most efficient 
powers restricted, while engaged in these great operations, and in 
allowing their coin reserves to be wasted, by pouring them out 
upon the community in a manner so unnecessary and exceptional, 
the banks deprived themselves and the Government of the ability 
of long continuing, as they otherwise could have done, to negoti- 
ate the National loans upon a specie standard. 

This first great error, if it did not create a necessity for the 
legal-tender notes, it certainly precipitated the adoption of that 
most unhappy expedient, and thereby committed the nation at an 
earlier day, to the most expensive of all methods of financiering. 

One other subject of discussion between the Secretary and the 
Associated Banks at the same time arose which led in the same 
direction. Congress, by its Act of 17th July, had authorized loans 
to the amount of two hundred and fifty millions. This could be 
issued either in bonds running twenty years at not over seven per 
cent. interest—7-30 notes running three years, or fifty millions of 
the amount could, at the discretion of the Secretary, be made in 
currency notes payable on demand without interest. As the 
undertaking of the Associated Banks covered one hundred and 
fifty millions of this sum, and it was desired that they continue 
the work thus auspiciously begun, a question of the expediency of 
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putting out the circulating notes was immediately raised by one 
of its members. A very small amount had been emitted. The 
Treasury was empty of coin to redeem them, and could only be 
replenished by the proceeds of the bank loans. It was evident to 
the bank officers that they could not sustain coin payments, if 
the transfers from their vaults to that of the Treasury were 
subject to be intercepted and absorbed by these notes of Govern- 
ment. Nor could the banks receive them upon deposit from the 
public as money, while they were responding to the Government 
and to their own dealers in coin. It was an inflation of the cur- 
rency in the form most embarrassing to the enterprise they had 
commenced. Accordingly the Secretary was urgently solicited 
to refrain from exercising the discretionary powers given him of 
creating the Treasury currency, until all other means were ex- 
hausted. In response to a resolution to that effect, the Secretary 
assured the bank officers of his acquiescence in their suggestion, 
but at the same time insisted that it was improper for a public 
officer to openly pledge himself zo¢ to exercise a power conferred 
by the law. With this understanding the banks began their work, 
paying into the Treasury in coin one hundred and fifty millions 
in sums at the rate of about five millions at intervals of six days. 
Even with all these unfavorable circumstances surrounding them, 
it was an encouraging fact observed by those who were anxiously 
watching the practical operation of this great and novel experi- 
ment, that while the circulating notes in the country were restrict- 
ed, the disbursements of the Government for the war, were so 
rapid, and the consequent internal trade movement was so intense, 
that the coin paid out upon each installment of the loan came 
back to the banks through the community in about one week. 
The natural effect of this general commercial activity upon the 
circulating medium, being simply to quicken its flow. 

After taking the third amount of fifty millions by the Associa- 
ted Banks, those in New York who had at that time paid in of 
their proportion over eighty millions in all, found themselves in 
this position. 

Their aggregate coin, which on the 17th August, before the 


first payment into the Treasury, was $49,733,990 
Was in December 7th 42,318,610 


A reduction of only $7,415,380 


and the other two cities in like proportion. 

In the meantime the 7-30 notes taken by the banks had been 
purchased by the people to the extent of some fifty millions, not- 
withstanding a prolonged and vexatious delay in issuing them by 
the Treasury Department. The popular feeling was all that could 
have been desired for continuing that method of distribution. It 
may be confidently affirmed that had the banks been permitted to 
exercise their own methods of exchanging the bonds for the varied 
products of industry required by the Government, they could have 
continued their advances in sums of fifty millions for an indefinite 
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period, and until the available resources of the people had been all 
gathered in. It is to be borne in mind that these resources were all 
existing at -home, and that the incfeased industry which the war 
excited was daily creating new means for investment. It may be pre- 
sumptuous to affirm that the legal-tender notes could have been 
dispensed with altogether. But it is safe to say that the causes 
which seemed to justify that act would have been long deferred, 
to the saving of hundreds of millions to the country. 

But at this time the demand notes were paid out freely by the 
Treasury, and began to appear as a cause of embarrassment among 
the banks which were pressed to receive them upon deposit, and 
while they could not decline them without diminishing public con- 
fidence in the Government credit, they could not give them cur- 
rency without impairing their own specie strength. In fact the 
notes became at once a substitute for coin withdrawn from circu- 
lation, and their emission expressed a purpose of resorting to Gov- 
ernment paper issues to carry on the war. So soon as these notes 
thus appeared the reflux of coin to the banks at once sensibly 
diminished. During three weeks from the 7th December, the re- 
serves of the banks in New York fell to Cnsinaee: a loss of 
thirteen millions within that short period, and on the 28th Decem- 
ber, after conference with the Secretary, in which he still adhered 
to the views before expressed, it was decided as expedient for the 
banks to suspend specie payments. 

At that moment the Associated Banks yet held over forty mill- 
ions in coin, and it was still possible for them to continue their 
advances to the Government but for the two obstacles thus inter- 
posed. Before entering into this last conference with the Associa- 
ted Banks, some of the members expressed to the Secretary the 
importance of continuing his relation to an organization which 
combined so much of experience, capital, and financial resource, 
and which was yet capable of rendering the Government invalua- 
ble service. And that if an irredeemable paper currency was the 
inevitable resort, it would be more expedient and economical for 
the Government not to become involved in its dangers, but to 
impose the duty and responsibility of issuing the notes upon the 
banks, who would naturally be compelled to keep the day of re- 
demption continually in view. Thus, as a suspension of coin pay- 
ment was about to be declared, it was practicable to preserve 
from distribution and set aside the forty millions of coin then owned 
by the banks, together with one hundred and fifty or sixty mill- 
ions of Government bonds, which could be taken by them as a 
special security for two hundred millions of notes, which could 
then be immediately issued by the Associated Banks from their own 
plates, and be verified and made National by the stamp and sig- 
nature of a Government officer. And that such an issue, so sup- 
ported by coin and bonds, at once simple and expeditious, would 
serve the temporary purpose required, with little, if any, deteriora- 
tion below coin value, and that it would be then practicable for 
the banks to continue without farther agitation their advances. 
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But the Secretary declined to entertain this suggestion, preferring 
the system of National Banks, which he had already conceived. 

Looking back over events that have since transpired, it must be 
admitted that this suggestion possessed true merit. It would have 
preserved a coin basis for the currency, prevented the destructive 
expansion, relieved the Government from its almost inextricable 
entanglement with the circulating notes, and compelled an early 
restoration of coin payments. And with a proper use of the 
expedients and machinery of banks, by utilizing their power of 
effecting exchanges, which was subsequently applied by the Sec- 
retary in the National Banking system without reserve, this amount 
would have been found sufficient. When we review the excessive 
cost of the war, the vast increase of the National debt, and the 
public and private evils which a profuse currency has entailed 
upon the country, it must appear evident that in failing early 
to use and to exhaust all those means and appliances of com- 
merce and banking that the experience of other civilized nations 
has proved most effective, a great and irreparable mistake was 
made. 

One more good service the banks of New York were yet 
enabled to perform, which, although not great in amount, was 
most important in its effect upon the credit of the Government. 

On the first day of January, 1863, $8,000,000 of the National 
debt, issued in 1842, became due. It was the first loan that 
matured after the passage of the legal-tender act, and upon its 
prompt payment in coin, in which the debt was incurred, depended 
the reputation and credit of the United States at home and 
abroad, and its ability to make future loans upon favorable terms. 
It was a momentous question whether the Government would 
apply the new law to its own obligations, and thus establish a 
precedent for the future. There was not sufficient money in the 
Treasury to pay the debt, and up to the latest hour the question 
was anxiously discussed in the departments at Washington, and 
almost decided, to plead inability and to fall back upon the legal 
enactment. At this juncture Mr. Cisco, Assistant Treasurer in 
New York, to whose patriotic service and wisdom the nation is 
greatly indebted, zealously interposed his influence. Upon his ap- 
plication to the banks there, they promptly furnished the requisite 
amount in gold, receiving his personal assurance that it should be 
repaid out of the revenue when received at his office, and thus 
the country was again saved from an_ irretrievable financial 
disaster. 

The legal-tender act was regarded by very many men of in- 
fluence, from the beginning, as a foregone conclusion, and as a 
measure of inevitable necessity in war. Great doubt was con- 
tinually expressed whether the people would submit to the neces- 
sary taxation for war purposes, and whether the country would 
bear the strain of so gigantic a struggle if conducted upon prin- 
ciples of sound commercial economy. However we may now 
honestly differ upon that subject, as we did then, it is certain 
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that had the real temper of the nation been earlier ‘felt by the 
Government, it would have greatly modified and retarded the finan- 
cial legislation of Congress, and the practical administration of 
the Treasury. The people proved themselves to be thoroughly 
in earnest. They needed no patronage to awaken the most heroic 
devotion, and to draw out the noblest sacrifices as well in private 
life as in the army. 

It is more immediately practical to inquire what was the 
nature and effect of that important act ? 

It was, in simple fact, an arbitrary and absolute decree of the 
Government, that with an empty Treasury, and in need of all 
things, its notes, payable whenever able and without interest, should 
be accepted by the people as money. The primary object was to 
secure material of war without present payment, and in order to 
effect this exchange it was necessary, secondly, that the edict 
should empower those who first received the notes to enforce 
them as money in like manner upon others, and so to distribute 
the burthen throughout the community. 

This forcible entry of the Government into the private affairs ot 
the people, so utterly at variance with the fundamental principles 
of our system, so great an abridgment of personal liberty, and 
operating as a tax so unequal in its effects, was a rigorous meas- 
ure of war, and as such was vindicated only as a temporary act 
of dire necessity. In enforcing this unequal burthen, Congress did 
not leave the holders of the notes without some measure of relief, 
but it gave to all the option of converting them at pleasure into a 
six per cent. gold-interest-bearing bond, payable in twenty years. 
By this means, the notes became equal in value to the bonds for 
which they were made exchangeable, and while during the war 
the payments of gold interest continually operated to produce a 
curtailment of the volume of the notes in circulation, the return 
of peace opened a market abroad for the bonds, which would 
have insured the early and entire absorption of the war currency, 
and thus cleared the way for specie payments. 

But, in an evil hour for the country, other counsel obtained 
possession of the good judgment of the Secretary, and yielding to 
it, he consented and urged Congress to withdraw this privilege of 
converting the notes, so that thenceforth all issues were made with- 
out it. All notes emitted consequently became an unmitigated 
burthen upon commerce of indefinite duration, from which there 
was no escape. A new currency was created utterly at variance 
with all economic laws, and in conflict with all recognized rules 
of commerce and exchange. It did not, like all sound currency, 
naturally spring out of industry, production and trade, but it was 
an enforced result of exhaustion and necessity. It did not come 
and go, following the beneficent courses of commerce, expanding 
and contracting with the times and seasons that required it. But 
it remained an unyielding, inflexible mass, subject only to the 
chances and vicissitudes of war. As the war progressed and the 
country became poorer, this currency increased, giving new instru- 
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ments and facilities to expend just in proportion as the means of 
payment were consumed. With a compulsory currency thus made 
the measure of prices, and daily deteriorating yet still increasing, 
is it strange that all other property was eagerly sought for in 
preference to this, and that prodigal expenditure became the law 
of the land? 

In depriving the currency of its convertible privilege, it has 
been made perpetual. Ten years of peace have elapsed and it 
yet remains. Commerce did not originate and cannot absorb it. 
There is no natural relation between the two, but they continue 
in their original antagonism. 

I believe that the only practicable relief to the country must 
come from restoring this privilege. Not of conversion into séx per 
cent. bonds, but in those bearing such rate of interest—say five per 
cent.—as will induce holders to exchange them. ‘This simple 
measure, coupled with the repeal of the legal-tender act for all 
future operations, will, in my judgment, open the way for the 
gradual and easy disposition of this unnatural currency—will 
restore commerce to the operations of natural laws, give a new 
and healthy stimulus to industry and trade, and, with a country as 
rich and productive as ours, we shall speedily return to general 
prosperity. This is the last struggle of the war, and I believe 
that the whole country earnestly desire to meet and to finish it. 


THE LEGAL-TENDER NOTE SCHEME. 


BY SAMUEL T. SPEAR, D. D.* 


We give the above title to a monetary scheme, which, though 
as to its central idea by no means a novelty in the history of the 
world, is, nevertheless, in this age and country, one of the inherit- 
ances of the legal-tender policy adopted during the late war. The 
fundamental principle of the scheme is that the Government should 
directly issue all the paper currency in use among the people, 
declaring it to be “lawful money and a legal tender,” and at all 
times determining its volume. This supposes, of course, the con- 
tinuance of the present legal-tender notes unredeemed and unpaid, 
the withdrawal and retirement of all bank circulation and the issue 
of Government notes in its place, and also further issues of such 
notes from time to time as Congress shall judge expedient. To 
these elements is added, as a sort of appendage, the issue of Gov- 
ernment bonds bearing interest at the rate of three-sixty-five per 
cent., exchangeable by the Government on demand for an equal 
amount of its notes, and always receivable by it upon the return 
of the notes. 


* This essay is one of a series of papers which have recently appeared, and have since 
been republished in a pamphlet, which is reviewed elsewhere. e have placed it on our 
list of books and publications recommended to banks and bankers. 
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Such is the legal-tender note scheme which is now propounded 
for the consideration of the American people, and is, moreover, 
urged by a class of speculative financiers, as a great improve- 
ment of our monetary system. The design of this article is to 
examine the merits of this plan; and for this purpose the reader 
is asked to note the following particulars: 

1. There is not the faintest shadow of authority for the plan 
in the Constitution of the United States. It cannot be brought 
within the scope of the coining power, either as a means or an 
end, except by the most monstrous perversion of language. Those 
who talk about coining the credit of the Government in the form 
of legal-tender notes contradict all the dictionaries of the land, 
and use words in a false sense. Nor does the scheme come 
within the scope of the borrowing power. ‘The idea that the 
power to borrow money includes the power to create money in 
this form, for the purpose of supplying a circulating medium, 
involves a mode of reading the Constitution that reads all the 
sense out of it, and at the same time robs its language of any 
definite and certain meaning. Nor has the scheme any relation 
to the war powers of the Government, since it does not rest upon 
them as a basis, or even profess to be a means for carrying them 
into execution. It is a currency scheme for peace, is proposed in 
the time of peace, and has no pretense of any justification or foun- 
dation in the necessities of war. By no construction, except one 
that would outrage all the laws of interpretation, can the Constitu- 
tion be so stretched as to comprehend such a monetary system; 
and we cannot think that the Supreme Court, or any other Court 
of average judicial intelligence, would hesitate a moment in declar- 
ing it to be unconstitutional. The first thing, then, for these cur- 
rency reformers to do is to amend the Constitution, and thereby 
give Congress the power to put their theory into practice; and, 
while they are about it, they might as well make the amended 
Constitution consistent with itself by abolishing the coining power 
altogether. Congress would not need both powers, since the 
former would render the latter practically useless. 

2. This scheme, by contemplating no final payment of the 
legal-tender notes already issued, is in this respect a scheme for 
repudiation. These notes are dona fide debt obligations upon their 
face and by the law of their issue. They have been so declared 
by the Supreme Court of the United States, and are so regarded 
in the Public Credit Act of 1869. They pledge the faith of the 
nation to payment. This new scheme, however, proposes to repu- 
diate this pledge, since payment of the notes is no part of its pur- 
pose. They are to be kept indefinitely in circulation, having the 
form of debts, but not treated as debts. Their exchangeability for 
bonds bearing interest at the rate of three-sixty-five per cent. is 
not a provision for their payment, certainly not ¢he provision con- 
tained in the contract of issue. 

3. The volume of the currency, according to this system, is to 
be committed to the absolute and exclusive pleasure of Congress. 
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History teaches that paper money, if irredeemable in gold on 
demand, depreciates in proportion as its volume is increased; and 
hence, the power to control this volume is the power to control 
the money value of all the private property in the land, and make 
the whole business of society dependent on the currency will of 
Congress. Gold and silver distribute and regulate themselves by 
the natural laws of trade, and so does paper currency when 
redeemable in these metals; but in this monetary scheme the 
sovereign will of Congress is to be the sole determiner of the 
amount of notes to be issued, with no limitation imposed by their 
redemption in gold. What guaranty could the people have that 
this power would be discreetly exercised? No Government, unless 
officered by archangels, would be wise enough to decide before- 
hand just how much currency will be needed for the convenient 
transaction of business; and it is doubtful whether archangels 
would be equal to the task. The problem can be solved only 
under a system that spontaneously accommodates itself to the 
movements of trade, expanding or contracting with their expansion 
or contraction; and for this purpose no plan has ever yet been 
devised that will at all compare with the bank-note system under 
the safeguards and regulations of law. Banking responds naturally 
to the law of supply and demand. Those who advocate this 
legal-tender note scheme cannot have well considered what a vast 
concentration of power it implies in Congress, and with what great 
liabilities to mistakes, abuses, and corruptions, especially in the 
direction of overissue, it is fraught. They cannot have read the 
history of paper money; or, if familiar with it, they are strangely 
blind to its oft-repeated lessons. The experiment which they pro- 
pose is not essentially a new one. It has been tried over and 
over again, and uniformly with disastrous results. 

4. The scheme appears equally faulty if we consider the only 
ways in which a credit circulation can be directly issued by the 
Government. One of these ways is to create a debt in the cur- 
rency form to meet any excess of disbursements over receipts; 
and, hence, if the ordinary revenue, as should always be true of 
every solvent Government in time of peace, be equal to the 
expenditure, not a solitary note could be issued, however urgently 
the wants of the people might demand a greater volume of circu- 
lation, unless the Government should diminish its revenue or 
increase its expenses, and by one or the other process run into 
debt in order to issue more currency. The second method would 
be to adopt the policy of making loans to individuals or private 
corporations in the form of Government notes; and this would at 
once convert the Treasury of the United States into a bank, 
clothed with the power and charged with the duty of discounting 
commercial paper, buying bills of exchange, and doing a general 
banking business. The third method would be to issue notes for 
the purpose of paying the bonded debt of the Government, 
exchanging notes for the bonds at the legal value of the former, 
which would be repudiation to the full amount of their discount 
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as compared with gold, or making the exchange by paying the 
currency premium on the bonds, and in either way so inflating the 
volume of the circulation as to depeciate its market value just in 
proportion to the extent of the inflation. It ought to be suffi- 
cient simply to state the possible methods of getting a legal-tender 
currency out of the Treasury and into the hands of the people. 
The idea that runs so flippantly in a popular harangue is beset 
with the most formidable difficulties the moment we examine the 
quo modo of its operation. No one not literally stupefied or fren- 
zied with a visionary theory would recommend the Government to 
adopt any one of the methods above sketched. 

5. The proposed scheme would not and could not adjust itself 
to the wants of business, unless the Government would add the 
banking function to its Treasury Department. This adjustment 
can be secured only by what is called a commercial currency—a 
currency that, born of commerce, increases or decreases with its 
tides. Banking, under the regulations of law, yet free to work its 
machinery in a normal manner, supplies the requisite conditions of 
such a currency in its system of discounts and payments. When 
business is active, and a greater volume is needed, the increase 
naturally flows out in the form of discounts. ‘The banks then 
enlarge their discount line, and with this the circulation expands. 
When, on the other hand, the amount of business lessens, the 
notes issued to meet greater wants naturally return to the banks 
for redemption, and are not at once re-issued to the same extent. 
Thus the circulation ebbs and flows by banking machinery accord- 
ing to the wants of trade. Its changing volume in actual use is 
determined by the law of supply and demand, and in this respect 
its movements are analogous to those of specie. Now, unless the 
Government shall undertake to furnish a banking system in the 
operations of its own Treasury, it cannot, upon the very face of 
the case, give to the people a circulating medium that will spon- 
taneously adapt itself to their business necessities. Bank agency 
in the form of discounts, payments, and redemption, is indispensa- 
ble to the end; and the only way in which the Government itself 
can do the work is to become a banker. Does any one, not a 
financial lunatic, propose that the Government should add banking 
to its ordinary duties ? 

The proper fiscal operations of the Government consist in col- 
lecting its revenues and paying them out to meet its current 
expenses. This it must do. Observe, then, that it collects the 
largest revenue just when business is most active, and when the 
need for a circulating medium is greatest, and the smallest rev- 
enue when the reverse conditions exist. As a revenue collector 
and’ disburser of funds for its own expenses, the Government can- 
not avoid this result. Money goes ivfo the Treasury as revenue, 
and goes of of it in the form of disbursements; and in neither 
movement does the action of the Government have any reference 
to the wants of business, so as to increase or decrease the volume 
of the circulating medium according to those wants. The only 
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way in which the Government can obviate results that naturally 
arise from its purely fiscal function, is to become a banker, as well 
as a collector and disburser of revenue, lending money freely when 
its collections from the people are largest and their demand for it 
is greatest. Its fiscal function of collection and disbursement has 
no relation to their wants, and can have none, as a means of 
meeting them, unless the banking function shall be added thereto; 
and this at once makes the Government a banker. 

6. The entire withdrawal from the banks of all power to issue 
a currency would in many parts of the country have the effect of 
denying to the people the facilities and advantages of a banking 
institution. This would be the result whenever the reception 
of deposits alone, without note issues, would not be sufficiently 
profitable to form any motive for the organization of a bank or 
the continuance of one already organized. A great many banks, 
especially in the country districts, would be closed up, and the 
people would be deprived of the convenience afforded by them if 
this new scheme were put into practice. Banking capital would 
seek other and more remunerative modes of employment; and this 
would involve a serious loss to the people. 

7. The general credit of no Government is good enough to 
maintain a note circulation at par with gold except by redeeming 
it in gold at the option of the holder. If, therefore, this legal- 
tender note scheme proposed gold redemption, then, in order to 
carry it out, the Government would have to keep in its Treasury 
a sufficient amount of gold to redeem on demand all the notes 
presented. Supposing the notes to amount to eight hundred mill- 
ions of dollars; the Treasury would have to carrry at all times 
not less than two hundred millions of dollars in gold. Gold 
redemption is, however, no part of the scheme; and, hence, nothing 
is more certain than that the notes—notwithstanding their legal- 
tender character—would circulate at a depreciated and fluctuating 
value; and that the extent of the depreciation would in general 
keep pace with their volume. The scheme, then, proposes a per- 
manently depreciated paper currency, as compared with the money 
of the Constitution and the money of the commercial nations with 
which we trade. 

It is difficult, without writing a book, to enumerate in detail 
the consequences of this one fact. They strike in all directions. 
By a law as sure as that which governs the tides, this depreciated 
currency would supersede the general use of gold and silver and 
cause them to be exported to other countries. Such has been the 
effect of the notes now in use, and the effect would be continued. 
Though the richest gold-producing country in the world, we 
should, nevertheless, be among the poorest in the money of the 
world. If the Government should make these notes receivable for 
customs duties, then it would have no means of paying either the 
interest or principal of its bonded debt, unless it repudiated the 
doctrine of gold payment and payed in a depreciated currency, or 
went into the market as a purchaser of gold and paid the pre- 
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mium on it as fixed by gold speculators. If, however, the Gov- 
ernment continued its present law in respect to customs duties, 
we should, nevertheless, have a double legal tender—one of gold 
and the other of inconvertible paper notes—both having the same 
legal value for ordinary debts, yet constantly differing in the de- 
gree of their commercial value. Speculation in one of these tend- 
ers by buying and selling it at prices computed in the other 
would be a permanent business. The whole foreign trade of the 
country, alike in what is sold and what is bought abroad, must 
be estimated and expressed in gold values; and, as these values, 
when here expressed in currency values, would fluctuate according 
to the greater or less depreciation of the currency at one time 
than at another, our foreign trade, and all domestic trade directly 
dependent upon it, would be in the state of constant uncertainty, 
perplexity, and danger on the question of prices. We should 
derive little or no benefit from the natural tendency of the gold 
treasure of the world to equalize its distribution among the nations 
of the earth according to their relative demand for it. 

This system would, indeed, give us a home currency, that 
could not be exported and certainly would not run away, and the 
reason would be that nobody outside of the United States would 
deem it worth enough to accept it in payment for anything. We 
could not convert it into the money of the world, except at a dis- 
count, and could not use it at all as an international medium of 
exchange. If it be said that this would relieve us from the dis- 
turbing influences of foreign trade, then let it be remembered that 
we cannot separate domestic and foreign trade, except by abolish- 
ing the latter altogether. The two kinds of trade, if they exist in 
the same country, necessarily exist in the state of alliance and 
merge themselves into each other. That an international medium, 
as the basis of foreign trade, in current use among the people, is 
a great commercial desideratum no one doubts who understands 
the nature of such trade, and that no money that is not the money 
of value in the material of which it is composed can be such a 
medium, is as certain as the natural laws of exchange. Money 
that has not sufficient value to be exported and still retain its 
value is by this fact proved to be an inferior kind of money. 
Yet this is just the sort of money proposed to the people as the 
permanent money of the country, accompanied with the certainty 
that it would expel gold and silver from the general use. With 
such a monetary millennium all the industries of the land are. to 
be blest. Printed bits of paper, made money by the naked force 
of statute law, constitute the beginning, the middle, and the end 
of the whole system. 

8. The three-sixty-five-bond appendage of this scheme adds 
nothing to its value and is no remedy for its defects. The .bonds 
are to be issued by the Government in exchange for the notes, 
and the notes are always to be accepted in exchange for the 
bonds, at the option of their respective holders. The market value 
of each would rest upom the other, since either by being present- 
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ed to the Treasury could on demand be converted into the other. 
How much, then, would a thousand-dollar three-sixty-five bond 
be worth? Just as much as a thousand dollars in legal-tender 
notes. How much would the latter be worth? Just as much as 
the former. Would either be at par with gold? No. Would 
either prevent the depreciation of the other? No. Even if the 
interest on the bond was paid in gold, and the principal was ulti- 
mately paid in the same way, this would not save it from depre- 
ciation, as the necessary consequence of the low rate of interest; 
and if neither is to be paid in gold, then we have a paper system 
of bonds and notes, convertible into each other and each depend- 
ent upon the value of the other, without any real and positive 
value at the basis of either, with the single exception of the paper 
of which they are composed. Any one who expects that either 
with such moonshine would be maintained at par with gold has a 
remarkable faculty of believing. 


ee 
INTERNATIONAL BANKING AND CURRENCY. 


BY DAVID WILDER. 


Although we cannot hope at present to bring all banking, and 
the issue of notes for circulation, under a general or truly inter- 
national system, it is sufficiently evident that causes are at work 
which will, sooner or later, imperatively demand the recognition 
and practical adoption of some simple, general principles, which 
shall apply in all cases, and give us not only just the right quan- 
tity of the right kind of bank-notes, but make them the legitimate 
means by which commercial crises and their disastrous conse- 
quences can be rendered nearly, if not quite, impossible, and com- 
merce elevated from the condition of mere gambling, or chance, 
to which it has been reduced. As it is only in relation to the 
issue of notes to serve as small change in the place of coin that 
we ought to invoke the aid of legislation, I shall endeavor to 
show how we can confine ourselves to this and still accomplish 
our purpose, and make all paper used as currency not only equal 
to specie where it is issued, but convertible at par into that which 
will purchase and pay everywhere better than gold itself. 

No one conversant with the history and working of the Suffolk, 
or New England, system of redemption, will deny that such a 
system should be established in every large commercial center, 
and that all these should redeem at a common center, such as 
New York is for this country, and as London is for the whole 
world. 

We assume, with sufficient reason, that the entire volume of 
what is popularly known as currency, and which some writers per- 
sist in treating as money, shall be prepared by the Government, 
either general or local, and intrusted for issue and circulation to 
those only who have capital to lend, and’ who are able, in addi- 
tion to this, to deposit with the proper officer an amount of valua- 
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ble productive securities, which shall be held contingent upon the 
faithful performance of duty by the banker as the agent to supply 
the notes and attend to their redemption in funds equal to specie, 
not only at the place of issue, but equally at the commercial 
center or clearing-house, toward which they flow in the natural 
course of trade, and where they are most valuable to the holder. 
This prompt par redemption, or convertibility, at the natural trade 
centers, into funds satisfactory to the holder, is the very first and 
most imperative condition to which all should be made to con- 
form, under such a penalty for failure as would make failure 
impossible. 

And there should be paid into the Treasury by the banker, 
an equitable proportion of the profit on the circulation, so that 
this should not be a temptation, as it often is, to overissue. 

With these provisions, not only can the Government afford to 
indorse the notes, as it would, substantially, but it should instruct 
its agents to accept them for revenue in place of specie, which no 
one needs, while paper can be provided which will purchase and 
pay upon the same, or even more favorable, terms. Having 
insisted upon redemption by the local banks at the respective 
clearing-houses, or local centers, we are prepared to require that 
all these representatives of the several portions of the country 
shall find a common center, such as New York city, where their 
notes shall be met and redeemed in the same manner, so that any 
paper fit for discount can always be converted at fair rates into 
that which will purchase funds there at par, which will be worth 
more than specie all over the country. 

We do not desire redemption at Washington, nor is it necessary 
to be constantly transporting, at great risk and expense, notes to 
that place. Washington is not the commercial and figancial center 
of this country, whatever else it may be, and we have no occasion 
to redeem notes at that point. No Government should engage in 
the business of banking or issuing notes as currency, but should 
be content with establishing, and maintaining unchanged, a valua- 
ble money standard, and then see that through the banks, as the 
proper, natural channels, as many notes should flow out as may 
be demanded by the quantity and price of commodities to be 
exchanged. 

The volume of this kind of currency at most is inconsiderable, as 
the great mass of transactions are, and must always be, effected by 
the use of the more private forms, such as checks, drafts, and bills 
of exchange. These are created not only without the aid of legisla- 
tion, but in spite of it; while the bank-notes are only small change, 
and could, if we were so disposed, be dispensed with entirely and 
small checks substituted. But it is not desirable to do this, 
because under the proposed conditions these notes not only 
become the leading kind of currency, and impart their character 
of prompt convertibility to all other paper, but they enable the 
banker to gather up and utilize the small sums which they 
represent, and thus, like the larger deposits inscribed upon his 
books, increase the capital at his disposal for loans. 
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It must be remembered, however, that the notes are not money, 
nor does their creation increase our wealth. They are simply 
certificates of deposit, and have been by some writers very properly 
called a “debt currency.” They are nominally payable on demand 
and in specie, like all other mature obligations. But, practically, 
they are not payable without a certain average circulation, and 
they are not founded upon or payable in specie more than other 
paper. Banking capital is not money; neither are the deposits 
made in money. It is true that the banker may receive and lend 
gold and silver coin as well as notes and other currency. But when 
coin is used in any purchase or payment it only serves as a costly 
representative of the useful things which we obtain by parting 
with it, just as the right kind of paper would. Let us not, then, be 
deceived by those who insist that there shall always be specie in 
the bank equal to the notes out, or be at all anxious as to the 
amount of reserves of one kind or another held idle by the banker, 
but rather inquire as to the kind of notes he discounts, and 
whether they will fall due at the right time and place to meet all 
his obligations promptly. The banker who deals in such notes, 
exclusively, never fails, and never wants gold or silver in his vaults. 

Let us learn that there are but two kinds of wealth (fixed and 
floating), and that all currency is the proper representative of, and 
the real title to, the latter, as deeds, shares of stock, and bonds 
are for the former, and then we shall readily understand that the 
banker does not lend money, but merchandise, and that the amount 
he receives on loans is not interest on money, but rent for the com- 
modities he transfers to the borrower by the use of his checks, drafts, 
and notes. And it will also be plain that the Government has no 
more right to interfere with the business of the banker who lends, 
than with that of the merchant who exchanges, or the manufac- 
turer who ci@ates the same commodities. Banking, as such, should 
be entirely free. It is only when we come to the issue of notes, 
to be used by the Government itself as well as the people, in 
place of coin, that we can appeal to legislation. And that can 
only go so far as to declare that no notes shall be accepted by 
the Government agents except those which conform to certain 
conditions, which will increase their value and make their circula- 
tion more general. 

The object of all Governments should be to secure, first, 
uniformity in coinage, so that the standards should everywhere 
have identical weight and fineness, and consequently the same 
commercial value. Then there should be provision for a central 
institution, like one in New York for this country, with branches 
in other cities, and these should not only act as clearing-houses 
for the local centers, but as agents for keeping and disbursing 
Government revenues, which could be done safely and without 
charge, and a fair interest paid on deposits, as has been done in 
Massachusetts for more than half a century past, without loss or 
even delay in a single instance. Governments require no other or 
better agents than the people at large, and it is quite time that 
all the cumbrous, expensive, not to say eminently mischievous 
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machinery of the sub-treasury were dispensed with, and a more 
practical, economical management adopted. 

There are a sufficient number of the right kind of men and 
ample capital available to do all that has been proposed, if per- 
mitted, while they could afford to issue notes which would be better 
than gold, not only throughout our own country, but all over the 
world. The profit on the circulation which we, could afford as a 
people to allow in part to the bank, would be ample to indemnify 
for all the expense and risk of redemption at par in London, and 
that would make the notes current everywhere and stop the use 
of gold and silver as mere currency almost entirely. It is, in fact, 
hardly concewable that any person would accept coin when he 
could be certain that the notes were better. This is the kind of 
banking and bank-notes that our plan contemplates, and some 
time in the not distant future we shall find nothing less will serve 
our purpose. The waste and inconvenience of our present modes 
will be found intolerable, and reform will be insisted upon. 

Meantime let us prepare for the change by providing for a 
return to the only safe, substantial standard of value, which all the 
world has for so many years recognized as money, without the aid 
of legislation, which cannot determine values or prices. Such aid 
must be confined to placing upon our coins trade-marks which will 
enable those who use them to judge readily as to their weight and 
fineness, and determine their exchangeable value, or purchasing 
power. We may, by legislation, say that only these coins are a 
legal-tender for debts; but that cannot compel us to use them in 
our exchanges, nor can we be forbidden to recognize other sub- 
stances than gold and silver as standards. 

There have been (and may be now) leases of property in the 
city of Boston payable in iron. But that only means that as 
much shall be paid as would purchase the stipulated quantity of 
that metal. The same is true when gold and silver are promised, 
and, therefore, all anxiety as to the presence or absence of these 
as a basis of the currency, or as means to enable the Government 
to resume specie payments, is idle. We do not need more gold, 
but less; not less paper, but more. The notes, however, whether 
issued by the Government, the bankers, or the people, must, within 
their proper sphere of action, be equal to specie. 

In order to secure a resumption of specie payments, or as it 
should be termed, a return to the specie standard, and thus open 
the way for a legitimate system of banking, Congress should 
immediately repeal the legal-tender act, with a provision for the 
payment of currency obligations at their then existing true money 
value, so that the relation between debtors and creditors should 
not be changed, and the former defrauded. They would be by 
any other mode, just as the creditors were when the act was 
changed by withdrawing the provision for funding the notes, and 
thus diminishing their value or purchasing power until they were 
at one time worth less less than half price. This was a gross 
violation of the spirit of the Constitution, which forbids the States 
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to adopt any legislation tending to impair the validity of contracts, 
and it is difficult to understand how, under any circumstances, 
men can be found to justify such action. . 

We have the right, in the name of common honesty, to protest 
against any legislative or official action which shall change our 
standards without providing expressly for all existing obligations, 
Let this provision be made now, and resumption may be secured 
at once, not only without more gold, but with even less than we 
now have. Place the legal-tender notes on compound gold 
interest at four per cent. per annum, payable quarterly, and fund 
them eventually in consols at the same rate, and there will be no 
call for gold. Assume the redemption of the National Bank notes, 
and treat them in the same manner. We are then prepared for 
the issue of new notes under the conditions already named, and 
I appeal to the judgment of all intelligent business men and 
bankers to determine if the quantity of such paper would not 
accurately adjust itself, and the quality be above suspicion, even 
though there might be little or no specie in the vaults of the 
banks, so long as there was ample credit at the Clearing-House, 
and funds there better than gold itself. 

Finally, we say, let our Government first return to the specie 
standard, so that all may know, as none do now, what a contract 
to pay money really means, and then provide, as it can easily, for 
the issue of the right quantity of the right kind of notes, and 
leave banking free, like other pursuits, under the same general 
laws. 





——————> 


BANK CLERKS’ MUTUAL BENEFIT ASSOCIATION 
OF THE CITY OF NEW YORK. 


The Seventh Anniversary Meeting of this Association was held 
on Tuesday evening, December 7th. Notwithstanding the storm, 
a large audience assembled in Association Hall. Mr. E. H. Pul- 
len, Assistant Cashier of the National Bank of the Republic, 
acted as Chairman, and delivered a very satisfactory address. The 
Annual Report was read by the President of the Association, Mr. 
O. D. Baldwin, of the Fourth National Bank. 

There has been during the past year an increase of 29 mem- 
bers. The present number in good standing is 1,047. Dues and 
assessments received for the year, $12,051; paid on account of 
deceased members during 1875, $9,716; held in trust for disabled 
members, $3,200; expenses for the year, $1,174.45, which in- 
cludes the sum appropriated towards the inclosure of plot in 
Cypress Hill Cemetery, presented by Wm. Miles, Esq.; donations 
received during the year, $1,555; permanent fund, $51,070; other 
funds in savings banks, $16,882.63. Total resources, $67,952.63. 

Addresses were made by Rev. John Hall, D. D., and Mr. B. 
F. Dennisson, President of the Bank Clerks’ Beneficial Associa- 
tion of Philadelphia. Extracts from these addresses are deferred 
until our next number. 
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Money and the Mechanism of Exchange. By W. STANLEY JEVONS, M. A., 
F. R. S., Professor of Logic and Political Economy in the Owens Col- 
lege, Manchester. 1875. New York: D. Appleton & Co. 


It has often been remarked that England of late years has fallen behind 
her old position in the van of economic science. Several able economists, 
anxious to wipe off this stigma from their country, have within the past two 
or three years stepped into the arena and devoted themselves to the exposi- 
tion of the practical branches of political economy, and amongst the number 
is the writer of the book before us. Mr. Jevons, some years ago, wrote a 
work on the theory of political economy, in which he endeavored to elucidate 
economic science by the aid of the differential calculus. Leaving this abstruse 
field of mathematical economy, in which, whatever his critics may jocosely 
say, Mr. Jevons certainly distinguished himself above several of his predeces- 
sors, Our author now takes up a more practical side of economics, and gives 
us a very interesting descriptive essay on the past and present monetary sys- 
tems of the world. For the task assigned him, Mr. Jevons has special quali- 
fications. He has passed much of his active life in Manchester, the great 
center of one important branch of British trade, and the seat of one of the 
two provincial clearing-houses in England, of which Mr. Jevons gives the 
best account that has ever yet been published. A few years ago he visited 
this country, and evidently made better use than some of his compatriots of 
the advantages and opportunities for economic observation here. Our author’s 
chief claims to special fitness as an expositor of the monetary systems and 
laws of the world rest, perhaps, on the experience which he gained as an 
officer in the British Mint at Sydney, where he served with some distinction 
for a period of four years. He modestly disclaims the intention to enter 
upon the currency question, the bank charter act, and the mysteries of the 
money market, to the study of all which he hopes, however, that his book 
may perhaps serve as an introduction. As he very truly says: “There is 
much to be learnt about money before entering upon those abstruse questions, 
which barely admit of decided answers. In studying a language, we begin 
with the grammar before we try to read and write. In mathematics, we 
practice ourselves in simple arithmetic before we proceed to the subtleties of 
algebra and the differential calculus. But it is the grave misfortune of the 
moral and political sciences, that they are continually discussed by those who 
have never labored at the elementary grammar or the simple arithmetic of the 
subject. Hence the extraordinary schemes and fallacies every now and then 
put forth.” To illustrate this mania for currency fallacies, Mr. Jevons tells us 
of “men who spend their time and fortunes in endeavoring to convince a dull 
world that poverty can be abolished by the issue of printed bits of paper. I 
know one gentleman who holds that exchequer bills are the panacea for the 
evils of humanity. Other philanthropists wish to make us all rich by coining 
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the National debt, or coining the lands of the country, or coining everything. 
Another class of persons have long been indignant that, in this age of free 
trade, the mint price of gold should still remain arbitrarily fixed by statute. 
A member of Parliament lately discovered a new grievance, and made his 
reputation by agitating against the oppressive restrictions on the coinage of 
silver at the mint. No wonder so many people are paupers when there is a 
deficiency of shillings and sixpences, and when the amount merely of the 
rates and taxes paid in a year exceeds the whole sum of money circulating in 
the kingdom.” The reader will see from these statements that we have no 
monopoly in this country in the manufacture of currency sophisms, but ‘that 
in England there are competitors who would vie with Mr. Kelly, and surpass 
General Butler, in their devotion to paper money, and their worship of the 
idol of inflation. In the book before us Mr. Jevons does not discuss inflation 
except incidentally. The first half of his book is taken up by a historical ac- 
count of metallic money, from the earliest recorded use of coin to the present 
time. This is the most valuable part of Mr. Jevons’s work. It is written in a 
clear, popular style, and with great accuracy as to facts. In the English lan- 
guage we know of no work on coinage which is more fit to be put in the 
hands of the young student of this branch of monetary science. The second 
part of the book is less useful. It treats of the paper substitutes for money, 
and the writer confuses himself and his reader by dubious statements concern- 
ing the nature and functions of credit and credit documents. On this account 
some parts of the book must be read with caution. Moreover, the historical 
details relative to the clearing-house system abroad are not quite so accurate 
and full as might be wished. The few blemishes which, from such causes, 
have crept into this excellent book, are probably due in part to haste, and 
can be with ease corrected when the second edition is called for. 


History of the Legal-Tender Paper Money. By E. G,. SPAULDING. Second 
Edition. 1875. 

As we lately announced, Mr. Spaulding’s history of the greenback issues 
of the United States has passed to a second edition. The new matter which 
has been added will adapt the work to meet the new issues of the present 
day. Since 1869, when Mr. Spaulding’s history first appeared, several impor- 
tant decisions on the legal-tender question have been pronounced by the U. S. 
Supreme Court. Since 1869, too, the aggregate issue of the greenbacks has 
been increased from three hundred and fifty-six millions to its maximum of three 
hundred and eighty-two millions in 1874. Moreover, a multitude of novel 
questions have been raised during the agitation of the past five years, on 
several of which Mr. Spaulding endeavors to throw light in the new intro- 
duction and the new appendix with which he has enriched the present vol- 
ume. The authentic and accurate character of Mr. Spaulding’s history recom- 
mends it as indispensable to a thorough investigation of the earlier and later 
phases of our paper-money system. In previous pages of this magazine we 
have given copious extracts from this book, and we shall have future occasion 
‘to draw from it as a record of monetary annals which partakes of a semi- 
official character, from the fact that Mr. Spaulding is not only as a banker 
familiar with the events he narrates, but was Chairman of the Sub-Committee 
of Ways and Means at the time the legal-tender act was passed. 





| nn a | 


oO 


Cond ft 


1876.] BOOK NOTICES. . 55% 


Weights, Measures, and Money of all Nations. Compiled by F. W. CLARKE, 
S. B., Professor of Physics and Chemistry in the University of Cincin- 
nati, 1875. New York: D. Appleton & Co. 


In this useful little volume Mr. Clarke has collected a mass of practical in- 
formation, and has digested it in a form so lucid and convenient that his book 
must soon take place of the more cumbrous works of reference on the same 
subject. Within the limits of 120 pages the reader finds a series of tables 
arranged in alphabetical order, so that he can find anything he wants without 
a moment’s delay. Merchants, bankers, and students of political economy will 
hold this work almost indispensable when they have once tried it and found 
out its value. It is divided into two sections. In the first part, which con- 
sists of eighty-four pages, there is a classification, which is arranged according 
to countries, and describes the weights, measures, and money of each. In 
the second part, which fills the rest of the volume, we have a series of nine 
tables, in which the value of each unit of money weight or measure, is given 
both in English and in metric standards. Mr. Clarke has taken pains to set 
down in parallel columns the value of all the weights and measures expressed 
in the metric system. This he has done in all his tables, so that, side by side 
with each of the ordinary weights and measures, you find its metric equivalent. 
This characteristic feature of the book is the more interesting from the fact 
that the metric weights and measures are now legal in this country, and are 
used by at least twenty nations besides. Hence they deserve some attention, 
if not as much as our own more locally familiar and more ancient systems. 
Many persons think that our three sets of weights, our three gallons, and our two 
dissimilar bushels, all unrelated to each other, or to the units of length, must 
soon give way before the simplicity and elegance @f the metric system. Those 
of our readers who do not believe in the imminence of this reform will at 
least be interested to see the symmetry which a single system of units gives 
to comparative measurements. To most of our readers the chief interest of 
the book will perhaps be found in the numismatic dictionary, which consti- 
tutes the ninth of the series of tables, and records the value of the chief Eu- 
ropean, Asiatic and American coins known to modern commerce, expressing 
this value in dollars, francs, marks, and pounds sterling, in parallel columns. 
The convenient form of this volume for desk use is by no means the least of 
its numerous merits. 


Money, Currencies, and Banking. By CHARLES MoRAN. 1875. New York. 


Mr. Moran’s views on money and banking are well known. In the 
pamphlet before us he has given a vigorous exposition and defense of his 
theory, with illustrations from the financial history of Europe and of this 
country. Many of our readers, like ourselves, will disagree with several of 
Mr. Moran’s principles, and refuse to accept his distinctive doctrines. But 
those who dissent from as well as those who espouse them, may find in the 
pamphlet before us much suggestive information, while the sincere and can- 
did tone of the work commends it to those currency students who want to 
explore the financial question by the aid of various lights, and to examine it 
from opposite points of view. We are indebted to Brentano for an early copy 
of this work. 
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The Legal-Tender Acts, considered in relation to their Constitutionality and their 
Political Economy. By SAMUEL T. SpEAR, D. D. 1875. ew York: 
Baker, Voorhis & Co., Publishers. 

Dr. Spear is one of the editors of the /mdependent, in which journal first 
appeared a series of articles which are republished in this pamphlet, and con- 
tain a historical and descriptive critique upon the legal-tender decisions of the 
United States Supreme Court. So far as they are here discussed these decis- 
ions are three. The first is that of Bank v. Supervisors (7 Wallace, 26), in 
which the Court held that the dollars promised on the face of the greenbacks 
are the coined dollars of the United States. The second decision, that of 
Hepburn v. Griswold (8 Wallace, 603), declared unconstitutional that clause 
in the acts of 1862 and 1863 which makes greenbacks a legal tender for debts 
contracted Jdefore the passage of those acts. But it affirmed the constitution- 
ality of the legal-tender provision so far as it applies to debts contracted after 
the passage of those acts. The third decision was rendered a year later— 
December Term, 1870—in the case of Knox v. Lee (12 Wallace, 457). It 
lays down the present law of legal tender as follows: 1. The acts of Con- 
gress known as the legal-tender are constitutional when applied to contracts 
made before their passage. 2. They are also valid as applicable to contracts 
since made. It has been affirmed that the third of these decisions is wholly 
contradictory of the second and overthrows it altogether. This loose state- 
ment is very erroneous and misleading. The three decisions of the Supreme 
Court agree perfectly with one another on all points except one. This single 
point of difference is important, and should be thoroughly understood by 
every one who aspires to write or converse intelligently on the monetary 
question. Every banker an@ merchant is expected to be able to give his 
customers accurate information on such topics, and in this country our bankers 
are not inferior, on the average, to those of other nations in point of intelli- 
gence. From what has been said it will be seen that the second of the three 
decisions above given denied that the greenbacks could be made a legal ten- 
der for debts existing before the law was passed which first sanctioned green- 
back issues, 25th February, 1862. On the contrary, the third decision affirmed 
that the greenbacks were a legal tender for such debts. But all the decisions 
agree in declaring the validity of the legal-tender clause as to debts created 
since the law was passed. On this point there has never been any conflict of 
judicial decision in the Supreme Court. The law, as it now stands on this 
subject, is, as we have said, that the greenback is a legal tender for all con- 
tracts before or since 1862, except, indeed, coin dollars are positively specified 
and mutually and explicitly agreed upon in the contract. In discussing the 
various questions suggested by these decisions, Dr. Spear gives a sketch of the 
history of paper money in this country, from the earliest times to the present 
day. After an exhaustive and logical exploration’ of the whole subject, he de- 
clares that it was neither wise, necessary, nor in accordance with the organic 
law of our National jurisprudence, that the greenbacks should ever have been 
made a legal tender at all. At the close of his book Dr. Spear gives an 
elaborate refutation of Mr. Kelly’s interconvertible bond scheme. This last 
essay is the best of the series, and we print it in full elsewhere. 
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BANKS AND BILLS OF LADING. 


BANKS AND BILLS OF LADING. 


THE DUTY OF A COLLECTING BANK TO SURRENDER BILLS OF 
LADING UPON THE ACCEPTANCE OF TIME DRAFTS. 


SUPREME COURT OF THE UNITED STATES. 


The National Bank of Commerce of Boston, Plaintiff in Error, vs. 
The Merchants’ National Bank of Memphis. 


The court below (Judge Shepley) ruled that the collecting bank (the 
National Bank of Commerce) was liable for surrendering bills of lading at- 
tached to time drafts upon acceptance, even without instructions to hold. 

This decision has been overruled by the Supreme Court, and the law 
settled that it is the duty of the collecting bank to surrender bills of lading 
upon acceptance of time drafts, unless orders are given to hold:— 


OPINION OF THE COURT, 


STRONG, J.—The fundamental question in this case is, whether a bill of 
lading of merchandise deliverable to order, when attached to a time draft, 
and forwarded with the draft to an agent for collection, without any special 
instructions, may be surrendered to the drawee on his acceptance of the draft, 
or whether the agent’s duty is to hold the bill of lading after the acceptance, 
for the payment. It is true there are other questions growing out of portions 
of the evidence, as well as one of the findings of the jury, but they are ques- 
tions of secondary importance. The bills of exchange were drawn by cotton 
brokers residing in Memphis, Tennessee, on Green & Travis, merchants re- 
siding in Boston. They were drawn on account of cotton shipped by the 
brokers to Boston, invoices of which were sent to Green & Travis, and bills 
of lading were taken by the shippers, marked in case of two of the shipments 
“to order,” and in case of the third shipment marked “for Green & Travis, 
Boston, Mass.” There was an agreement between the shippers and the 
drawees that the bill of lading should be surrendered on acceptance of the 
bills of exchange, but the existence of this agreement was not known by the 
Bank of Memphis when that bank discounted the drafts and took with them 
the bills of lading indorsed by the shippers. We do not propose to inquire 
now whether the agreement, under these circumstances, ought to have any 
effect upon the decision of the case. Conceding that bills of lading are nego- 
tiable, and that their indorsement and delivery pass the title of the shippers 
to the property specified in them, and, therefore, that the plaintiffs, when they 
discounted the drafts and took the indorsed railroad receipts or bills of 
lading, became the owners of the cotton,—it is still true they sent the bills 
with the drafts to their correspondents in New York, the Metropolitan Bank, 
with no instructions to hold them after acceptance. And the Metropolitan 
Bank transmitted them to the defendants in Boston, with no other instruction 
than that the bills were sent “for collection.’? What, then, was the duty of 
the defendants? Obviously it was first to obtain the acceptance of the bills 
of exchange. But Green & Travis were not bound to accept, even though 
they had ordered the cotton, unless the bills of lading were delivered to them 
contemporaneously with their acceptance. Their agreement with their vendors, 
the shippers, secured them against such an obligation. Moreover, independ- 
ent of this agreement, the drafts upon their face showed that they had been 
drawn upon the cotton covered by the bills of lading. Both the plaintiffs and 
their agents, the defendants, were thus informed that the bills were not drawn 
upon any funds of the drawers in the hands of Green & Travis, and that they 
were expected to be paid out of the proceeds of the cotton. But how could 
they be paid out of the proceeds of the cotton if the bills of lading were 
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withheld? Withholding them, therefore, would defeat alike the expectation 
and the intent of the drawers of the bills. Hence, were there nothing more, 
it would seem that a drawer’s agent to collect a time bill, without further in- 
structions, would not be justified in refusing to surrender the property against 
which the bill was drawn, after its acceptance, and thus disable the acceptor 
from making payment out of the property designated for that purpose. 

But it seems to be a natural inference, indeed a necessary implication, 
from a time draft accompanied by a bill of lading indorsed in blank, that the 
merchandise (which in this case was cotton) specified in the bill was sold on 
credit, to be paid for by the accepted draft, or that the draft is a demand for 
an advance on the shipment, or that the transaction is a consignment to be 
sold by the drawee on account of the shipper. It is difficult to conceive of 
any other meaning the instruments can have. If so, in the absence of any 
express arrangement to the contrary, the acceptor, if a purchaser, is clearl 
entitled to the possession of the goods on his accepting the bill and thus 
giving the vendor a completed contract for payment. This would not be 
doubted if, instead of an acceptance, he had given a promissory note for the 
goods, payable at the expiration of the stipulated credit. In such a case it is 
clear the vendor could not retain possession of the subject of the sale after 
receiving the note for the price. The idea of a sale on credit is that the 
vendee is to have the thing sold, on his assumption to pay, and before actual 

ayment. The consideration of the sale is the note. But an acceptor of a 
ill of exchange stands in the same position as the maker of a promissor 
note. If he has purchased on credit and is denied possession until he shall 
make payment, the transaction ceases to be what it was intended, and is con- 
verted into a cash sale. Everybody understands that a sale on credit entitles 
the purchaser to immediate possession of the property sold, unless there be a 
special agreement that it may be retained by the vendor, and such is the well 
recognized doctrine of the law. The reason for this is, that very often, and 
with merchants generally, the thing purchased is needed to provide means for 
the deferred payment of the price. Hence, it is justly inferred that the thing 
is intended to pass at once within the control of the purchaser. It is ad- 
mitted that a different arrangement may be stipulated for. Even in a credit 
sale it may be agreed by the parties that the vendor shall retain the subject 
until the expiration of the credit, as a security for the payment of the sum 
stipulated. But if so, the agreement is special, something superadded to an 
ordinary contract of sale on credit, the existence of which is not to be pre- 
sumed. Therefore, in a case where the drawing of a time draft against a 
consignment raises the implication that the goods consigned have been sold 
on credit, the agent to whom the draft to be accepted and the bill of lading 
to be delivered have been intrusted cannot reasonably be required to know, 
without instruction, that the transaction is not what it purports to be. He 
has no right to assume and act on the assumption that the vendee’s term of 
credit must expire before he can have the goods, and that he is bound to 
accept the draft, thus making himself absolutely responsible for the sum 
named therein, and relying upon the vendor’s engagement to deliver at a 
future time. This would be treating a sale on credit as a mere executory 
contract to sell at a subsequent date. 

And, if the inference to be drawn from a time draft accompanied by a bill 
of lading is not that it evidences a credit sale, but a request for advances on 
the credit of the consignment, the consequence is the same. Perhaps it is 
even more apparent. It plainly is, that the acceptance is not asked on the 
credit of the drawer of the draft, but on the faith of the consignment. The 
drawee is not asked to accept on the mere assurance that the drawer will at 
a future day deliver the goods to reimburse the advances. He is asked to 
accept in reliance on a security in hand. To refuse to him that security is to 
deny him the basis of his requested acceptance. It is remitting him to the 
personal credit of the drawer alone. An agent for collection having the draft 
and attached bill of lading cannot be permitted, by ee to surrender the 
bill of lading on the acceptance of the bill, to disappoint the obvious inten- 
tions of the parties, and deny to the acceptor a substantial right which by his 
contract is assured to him. The same remarks are applicable to the case of 
* implication that the merchandise was shipped to be sold on account of the 
shipper. 
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Nor can it make any difference that the draft with the bill of lading has 
been sent to an agent (ag in this case) “for collection.” That instruction 
means simply to rebut the inference from the indorsement that the agent is 
the owner of the draft. It indicates an agency.—(Sweeny vs. Easter, 1 Wal- 
lace, 166.) It does not conflict with the plain inference from the draft and 
accompanying bill of lading, that the former was a request for a promise to 

at a future time for goods sold on credit, or a request to make advances 
on the faith of the described consignment, or a request to sell on account of 
the shipper. By such a transmission to the agent he is instructed to collect 
the money mentioned in the drafts, not to collect the bill of lading. And the 
first step in the collection is procuring acceptance of the draft. The agent 
is, therefore, authorized to do all which is necessary to obtaining such accept- 
ance. If the drawee is not bound to accept without the surrender to him of 
the consigned property or of the bill of lading, it is the duty of the agent to 
make that surrender, and if he fails to perform his duty, and in consequence 
thereof acceptance be refused, the drawer and indorsers of the draft are dis- 
charged.—(Mason vs. Hunt, 1 Douglas, 297.) 

The opinions we have suggested are supported by other very rational con- 
siderations. In the absence of special agreement, what is the consideration 
for acceptance of a time draft drawn against merchandise consigned? Is it 
the merchandise, or is it the promise of the consignor to deliver? If the 
latter, the consignor may be wholly irresponsible. If the bill of lading be 
to his order, he may, after accceptance of the draft, indorse it to a stranger, 
and thus wholly withdraw the goods from any possibility of their ever 
coming to the hands of the acceptor. Is, then, the acceptance a mere 
purchase of the promise of the drawer? If so, why are the goods forwarded 
before the time designated for payment? They are as much after shipment 
under the control of the drawer as they were before. Why incur the expense 
of storage and of insurance? And if the draft with the goods or with the 
bill of lading be sent to a bank for collection, as in the case before us, can 
it be incumbent upon the bank to take and maintain custody of the prop- 
erty sent during the interval between the acceptance and the time fixed for 
payment? (The shipments in this case were hundreds of bales of cotton.) 
Meanwhile, though it be a twelvemonth, and no matter what the fluctuations 
in the market value of the goods may be, are the goods to be withheld 
from sale or use? Is the drawee to run the risk of falling prices, with no 
ability to sell till the draft is due? If the consignment be of perishable 
articles, such as peaches, fish, butter, eggs, etc., are they to remain in a ware- 
house until the term of credit shall expire? And who is to pay the ware- 
house charges? Certainly not the drawees. If they are to be paid by the 
vendor, or one who has succeeded to the place of the vendor by*indorsement 
of the draft and bill of lading, he fails to obtain the price for which the goods 
were sold. 

That the holder of a bill of lading, who has become such by indorsement, 
and by discounting the draft drawn against the consigned property, succeeds 
to the situation of the shipper, is not to be doubted. He has the same right 
to demand acceptance of the accompanying bill, and no more. If the shipper 
cannot require acceptance of the draft without surrendering the bill of lading, 
neither can the holder. Bills of lading, though transferable by indorsement, 
are only guasi negotiable—(1 Parsons on Shipping, 192; Blanchard us. Page, 
8 Gray, 297, a.) The indorser does not acquire a right to change the agree- 
ment thvede the shipper and his vendee. He cannot impose obligations or 
deny advantages to the drawee of the bill of exchange drawn against the 
shipment, which were not in the power of the drawer and consignor. But 
were this not so, in the case we have now in hand, the agents for collection 
of the drafts were not informed, either by the drafts themselves, or by any 
instructions they received, or in any other way, that the ownership of the 
drafts and bills of lading was not still in the consignors of the cotton. On 
the contrary, as the drafts were sent “for collection,’ they might well con- 
clude that the collection was to be made for the drawers of the bills. We do 
not, therefore, perceive any force in the argument pressed upon us, that the 
Bank of Memphis was the purchaser of the drafts drawn upon Green & 
Travis, and the holder of the bills of lading by indorsement of the shippers. 
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It is urged that the bills of lading were contracts collateral to the bills of 
exchange which the bank discounted, and that when transferred they became 
a security for the principal obligation, namely, the contract evidenced by the 
bills of exchange; for the whole contract, and not a part of it, and that the 
whole contract required not only the acceptance, but the payment of the bills. 
The argument assumes the very thing to be proved, to wit: that the transfer 
of the bills of lading was made to secure the payment of the drafts. The 
Opposite of this, as we have seen, is to be inferred from the bills of lading 
and the time drafts drawn against the consignments, unexplained by express 
stipulations. The bank, when discounting the drafts, was bound to know 
that the drawers on their acceptance were entitled to the cotton, and, of course, 
to the evidences of title to it. If so, they knew that the bills of lading could 
not be a security for the ultimate payment of the drafts. Payment of the 
drafts by the drawees was no part of the contract when the discounts were 
made. The bills of exchange were then incomplete. They needed acceptance, 
They were discounted in the expectation that they would be accepted, and that 
thus the bank would obtain additional promissors. The whole purpose of the 
transfers of the bills of lading to the bank may, therefore, well have been 
satisfied when the additional names were secured by acceptance, and when 
the drafts thereby became completed bills of exchange. We have already seen 
that whether the drafts and the accompanying bills of lading evidenced sales 
on credit, or requests for advancements on the cotton consigned, or bailments 
to be sold on the consignor’s account, the drawees were entitled to the pos- 
session of the cotton before they could be required to accept, and that if they 
had declined to accept because possession was denied to them concurrently 
with their acceptance, the effect would have been to discharge the drawers 
and indorsers of the drafts. The demand of acceptance, coupled with a claim 
to retain the bills of lading, would have been an insufficient demand. . Surely, 
the purpose of putting the bills of lading into the hands of the bank was to 
secure the completion of the drafts by obtaining additional names upon them, 
and not to discharge the drawers and indorsers, leaving the bank only a 
resort to the cotton pledged. 

It is said that if the plaintiffs were not entitled to retain the bills of 
lading as a security for the payment of the drafts after their acceptance, their 
only security for payment was the undertaking of the drawees, who were 
without means, and the promise of the acceptors, of whose standing and 
credit they knew nothing. This may be true, though they did know that the 
acceptors had previously promptly met their acceptances, which were numer- 
ous and large in amount. But if they did not choose to rely solely on the 
responsibility of the acceptors and drawers, they had it in their power to in- 
Struct their agents not to deliver the cotton until the drafts were paid. Such 
instructions are not unfrequently given in case of time drafts against consign- 
ments, and the fact that they are given tends to show that in the commercial 
community it is understood, without them, agents for collection would be ob- 
liged to give over the bills of lading on acceptance of the draft. Such in- 
structions would be wholly unnecessary, if it is the duty of such agents to 
hold the bills of lading as securities for the ultimate payment. 

Thus far we have considered the question without reference to any other 
authority than that of reason. In addition to this, we think, the decisions of 
the courts and the language of many eminent judges accord with the opinions 
we avow. In the case of Lanfear vs. Blossom, 1 Louisiana Reps., 148, the 
very point was decided, after an elaborate argument both by the counsel and 
by the Court. It was held that “where a bill of exchange drawn on a ship- 
ment, and payable a certain number of days after sight, is sold, with the bill 
of lading appended to it, the holder of the bill of exchange cannot, in the ab- 
sence 0 — of any local usage to the contrary, or of the imminent insolv- 
ency of the drawee, require the latter to accept the bill of exchange, except 
on the delivery of the bill of lading; and when, in consequence of the refusal 
of the holder to deliver the bill of lading, acceptance is refused and the bill 
protested, the protest will be considered as made without cause, the drawee 
not having been in default, aud the drawer will be discharged.”’. This deci- 
sion is not to be distinguished in its essential features from the opinions we 
have expressed. A judgment in the same case to the same effect was given 
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in the commercial court of New Orleans by Judge Watts, who supported it 
by a very convincing opinion.—(14 Hunt’s Merchants’ Magazine, 264.) These 
decisions were made in 1845 and 1846. In other courts, also, the question 
has arisen, what is the duty of a collecting bank to which time drafts, with 
bills of lading attached, have been sent for collection? and the decisions have 
been that the agent is bound to deliver the bills of lading to the acceptor on 
his acceptance. In the case The Wisconsin Marine and Fire Insurance Com- 
any vs. The Bank of British North America, 21 Upper Canada Queen’s 
ee Reps., 284, decided in 1861, where it appeared that the plaintiff, a bank 
at Milwaukee, Wisconsin, had sent to the defendants, a bank at Toronto, for 
collection, a bill drawn by A, at Milwaukee, on B at Toronto, payable forty- 
five days after date, together with a bill of lading, indorsed by A, for certain 
wheat sent from Milwaukee to Toronto, it was held that, in the absence of 
any instructions to the contrary, the defendants were not bound to retain the 
bill of lading until payment of the draft by B, but were right in giving it up 
to him on obtaining his acceptance. The case was reviewed in 1863 in the 
Court of Error and Appeal, and the judgment affirmed. (2 Upper Canada 
Error and noe Reps., 282. See, also, Goodenough vs. The City Bank, 10 
a Canada Com. Pleas, 51; Clark vs. The Bank of Montreal, 13 Grant’s 

ha., 211.) 

There are also many expressions of opinion by the most respectable courts, 
which, though not judgments, and, therefore, not authorities, are of weight in 
determining what are the implications of such a state of facts as this case ex- 
hibits. In Shepherd vs. Harrison, Law Rep. Q. B., vol. 4, p. 493, Lord 
Cockbarn said: ‘The authorities are equally good to show, when the con- 
signor sends the bill of lading to an agent in this country to be by him 
handed over to the consignee, and accompanies that with bills of exchange to 
be accepted by the consignee,” that that ‘‘indicates an intention ‘that the 
handing over of the bill of lading and the acceptance of the bill or bills of ex- 
change should be concurrent parts of one and the same transaction.”’ The case 
subsequently went to the House of Lords, 5 H. L., 133, when Lord Cairns 
said: “If they (the drawees) accept the cargo and bill of lading, and accept 
the bill of exchange drawn against the cargo, the object of those who shipped 
the goods is obtained. They have got the bill of exchange in return for the 
cargo; they discount, or use it as they think proper, and they are virtually 
paid for the goods.” In Coventry vs. Gladstone, 4 Law Rep., Eq., 493, it 
was declared by the Vice-Chancellor that “the parties shipping the goods from 
Calcutta, in the absence of any stipulation to the contrary, did give their 
agents in England full authority, if they thought fit, to pass over the bill of 
lading to the person who had accepted the bill of exchange”? drawn against 
the goods and attached to the bill of lading, and it was ruled that an alleged 
custom of trade to retain the bill of lading until payment of the —— 
ing draft on account of the consignment was exceptional, and was not estab- 
lished as being the usual course of business. In Schuhart e¢ a/. vs. Hall e¢ 
al., 39 Maryland, 590, which was a case of a time draft, accompanied by a 
bill of lading, hypothecated by the drawer, both for the acceptance and pay- 
ment of the , ae and when the drawers had been authorized to draw against 
the cargo shipped, it was said by the Court, “under their contract with the 
defendants the latter were authorized to draw only against the cargo of wheat 
to be shipped by the Ocean Belle, and they (the drawees) were, therefore, not 
bound to accept without the delivery to them of the bill of lading.” See also 
the language of the Judges in Gurney vs. Behrend, 3 E. and BI., 622; Marine 
Bank vs. Wright, 48 N. Y. Cayuga Bank vs. Daniels, 47 N. Y., 631. 

We have been unable to discover a single decision of any court holding 
the opposite doctrines. Those to which we have been referred as directly in 
point, determine nothing of the kind. Gilbert vs. Guignon, Law Reps., 8 
Cha., 16, was a contest between two holders of several bills of lading of the 
same shipment. The question was, which had priority? It was not at all 
whether the drawee of a time draft against a consignment has not a right to 
the bill of lading when he accepts. The drawee had accepted without requir- 
ing the surrender of the first indorsed bill of lading, and the Lord Chancellor, 
while suggesting a query whether he might not have declined to accept unless 
the bills of lading were at the same time delivered up to him, remarked, “ if 
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he was content they should remain in the hands of the holder, it was exactly 
the same thing as if he had previously and originally authorized that course 
of proceeding, and that (according to the Chancellor’s view) was actually 
what had happened in the case.” Nothing, therefore, was decided respecting 
the rights of the holder of a time draft, to which a bill of lading is attach. 
ed, as against the drawee. The contest was wholly inter alias partes. 

Seymour vs. Newton, 105 Mass., 272, was the case of an acceptance of the 
draft, without the presentation of the bill of lading. In that respect it was 
like Gilbert vs. Guignon. No question, however, was made in regard to this. 
The —— became insolvent before the arrival of the goods, and all that 
was decided was that, under the circumstances, the jury would be authorized 
to find that the lien of the shippers had not been discharged. It was a case 
of stoppage im transitu. It is true that in delivering the opinion of the court 
Chief Justice Chapman said: “The obvious purpose was that there should be 
no delivery to the vendee till the draft should be paid.”” But the remark was 
purely oditer, uncalled for by anything in the case. Newcomb vs. The Bos- 
ton and Lowell Railroad Corporation, 115 Mass., 230, was also the case of 
acceptance of sight drafts without requiring the delivery of the attached bills 
of lading, and the contest was not between the holder of the drafts and the 
acceptor. It was between the holder of the drafts with the bills of 
lading, and the carrier. We do not perceive that the case has any ap- 
plicability to the question we have now under consideration. True, there, 
as in the case of Seymour vs. Newton, it was remarked by the Judge who 
delivered the opinion: “The railroad receipts were manifestly intended to be 
held by the collecting bank as security for the acceptance pe | payment of the 
drafts.” Intended by whom? Evidently the Court meant by the drawees 
and the bank, for it is immediately added: ‘They continued to be held by 
the bank after the drafts: had been accepted by Chandler & Co. (the drawees), 
and until at Chandler & Co.’s request they were paid by the plaintiff, and the 
receipts, with the drafts still attached, were indorsed and delivered by Chandler 
& Co. to the plaintiff.’ In Stollenwork e¢ a/. vs. Thatcher e¢ a/., 115 Mass., 
224 (the only other case cited by the defendants in error as in point on this 
question), there were instructions to the agent to deliver the bill of lading 
only on payment of the draft, and it was held that the special agent, thus in- 
structed, could not bind his principal by a delivery of the bill without such 

yment. Nothing was decided that is pertinent to the present case. In 
Bank vs. Bayley, reported in the same volume, p. 228, where the instruc- ~ 
tions given to the collecting agent were, so far as it appears, only that the 
drafts and bills of lading were remitted for collection, and where acceptance 
was refused, Chief-Justice Gray said: “The drawees of the draft attached to 
each of the bills of lading were not entitled to the bill of a or the 
property described therein, except upon acceptance of the draft.” It is but 
just to say, however, that this remark, as well as those made by the same 
Judge in the other Massachusetts cases cited, was aside from the decision of 
the Court. 

After this review of the authorities cited, as in point, in the very elaborate 
argument for the defendants in error, we feel justified in saying that, in our 
opinion, no respectable case can be found in which it has been decided that 
when a time draft has been drawn against a consignment to order, and has 
been forwarded to an agent for collection with the bill of lading attached, 
without any further instructions, the agent is not justified in delivering over 
the bill of eden on the acceptance of the draft. 

If this, however, were doubtful, the doubt ought to be resolved favorably 
to the agent. In the case in hand, the Bank of Commerce, having accepted 
the agency to collect, was bound only to reasonable care and diligence in the 
discharge of its assumed duties.—(Warren vs. the Suffolk Bank, 10 Cushing, 
582. ) fn a case of doubt, its best judgment was all the principal had a right 
to require. If the absence of specific instructions left it uncertain what was 
to be done further than to procure acceptances of the drafts, and to receive 
payment when they fell due, it was the fault of the principal. If the conse- 
quence was a loss, it would be most unjust to cast the loss on the agent. 

Applying what we have said to the instruction given by the learned Judge 
of the Circuit Court to the jury, it is evident that he was in error. Without 
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discussing in detail the several assignments of error, it is sufficient for the ne- 
cessities of this case to say it was a mistake to charge the jury as they were 
charged, that “in the absence of any consent of the owner of a bill of ex- 
change, other than such as may be implied from the mere fact of sending 
‘for collection’ a bill of exchange with a bill of lading pasted or attached to 
a bill of exchange, the bank so receiving the two papers for collection would 
not be authorized to separate the bill of lading from the bill of exchange and 
surrender it before the bill of exchange was paid.”? And again, there was an 
error in the following portion of the charge: “ But if the Metropolitan Bank 
merely sent to the defendant bank the bills of exchange with the bills of lad- 
ing attached for collection, with no other instructions, either expressed or im- 
plied from the past relations of the parties, they would not be so justified in 
surrendering (the bills of lading) on acceptance only.”” The Bank of Com- 
merce can be held liable to the owners of the drafts for a breach of duty in 
surrendering the bills of lading on acceptance of the drafts only after special 
instructions to retain the bills until payment of the acceptances. The drafts 
were all time drafts. One, it is true, was drawn at sight, but in Massachu- 
setts such drafts are entitled to grace. 

' What we have said renders it unnecessary to notice the other assignments 
of error. 

The judgment of the Circuit Court is reversed, and the record is remitted 

with directions to award a new trial. 


———$——— 


THE LAW OF BILLS OF LADING. 
THEIR EFFECT IN CONVEYING TITLE TO PROPERTY SHIPPED. 


SUPREME COURT OF THE UNITED STATES. 


David Dows, et. al. vs. The National Exchange Bank, of Milwaukee, and the 
Wisconsin Marine and Fire Ins. Co.—Error to the Circuit Court 
of United States for the Southern District of New York. 


Another important decision of the Supreme Court of the United States has 
just been given in the suits of the National Exchange Bank and the Wis- 
consin Marine and Fire Insurance Co. Bank, of Milwaukee, against David 
Dows & Co., of New York, in regard to the title to several cargoes of 
wheat advanced on by these banks in the fall of 1869. The amount in- 
volved, in all the cases, was originally about $125,000. The decision of the 
Court is in favor of the banks, and results in their recovery of the full 
amount involved. 

OPINION OF THE COURT. 


STRONG, J.—The verdict of the jury having established that the wheat 
came to the possession of the defendants below (now plaintiffs in error), 
and that there was a conversion, there is really no controversy respecting 
any other fact in this case than whether the ownership of the plaintiffs 
had been divested before the conversion. The evidence bearing upon the 
transmission of the title was contained mainly in written instruments, the 
legal effect of which was for the Court, and, so far as there was evidence 
outside of these instruments, it was either uncontradicted, or it had no 
bearing upon the construction to be given to them. We have, therefore, 
only to inquire to whom the wheat belonged when it came to the hands 
of the defendants, and when they refused to surrender it at the demand of 
the plaintiffs. 

It is not open to question that McLaren & Co., having purchased it at 
Milwaukee an aid for it with their own money, became its owners. 
Though they wa received orders from A. F. Smith & Co. to buy wheat 
for them and to ship it, they had not been supplied with funds for the 
purpose, nor had they assumed to contract with those from whom they 
purchased on behalf of their correspondents. They were under no obliga- 
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tion to give up their title or the possession on ar | terms other than such 
as they might dictate. If, after their purchase, they had sold the wheat 
to any person living in Milwaukee or elsewhere, other than A. F. Smith & 
Co., no doubt their vendee would have succeeded to the ownership. Nothing 
in any agency for A. F. Smith & Co. would have prevented it. This we 
do. not understand to be controverted. Having, then, acquired the absolute 
ownership, McLaren & Co. had the complete power of disposition, and 
there is no pretense that they directly transmitted their ownership to A. 
F. Smith & Co. They doubtless expected that firm to become purchasers 
from them. They bought from their vendors with that expectation. Ac- 
aomeey they drew drafts for the price, but they never agreed to deliver 
the wheat to the drawees unless upon the condition that the drafts should 
be accepted and paid. They shipped it, but they did not consign it to 
Smith & Co.,and they sent to that firm no bills of lading. On the con- 
trary, they consigned the wheat to the cashier of the Milwaukee Bank and 
handed over to that bank the bills of lading as a security for the drafts 
drawn against it—drafts which the bank purchased. It is true they sent 
invoices. That, however, is of no significance by itself. The position taken 
on behalf of the defendants, that the transmission of the invoices passed 
the property in the wheat without the acceptance and payment of the drafts 
drawn against it, is utterly untenable. An invoice is not a bill of sale, 
nor is it evidence of a sale. It is a mere detailed statement of the nature, 
quantity, and cost or price of the things invoiced, and it is as appropriate 
to a bailment as it is to a sale. It does not of itself necessarily indicate 
to whom the things are sent, or even that they have been sent at all. 
Hence, standing alone, it is never regarded as evidence of title. It seems 
unnecessary to refer to authorities to sustain this position. Reference may, 
however, be made to Shepherd vs. Harrison, Law Rep., 4, Ap. Cas., 116, 
and Newcomb vs. The Boston and Lowell Railroad Company, 115 Mass., 
230. In these and in many other cases it has been regarded of no impor- 
tance that an invoice was sent by the shipper to the drawee of the drafts 
drawn against the shipment, even when the goods were described as bought 
and shipped on account of and at the risk of the drawee. 

It follows that McLaren & Co. remained the owners of the wheat, not- 
withstanding their transmission of the invoices to A. F. Smith & Co. As 
owners, then, they had a right to transfer it to the plaintiffs as a security for 
the acceptance and payment of their drafts drawn against it. This they did 
by taking bills of lading deliverable to the cashier of the plaintiffs, and hand- 
ing them over with the drafts when the latter were discounted. These bills of 
lading unexplained are almost conclusive proof of an intention to reserve to 
the shipper the ‘‘jus disponendi” and prevent the property in the wheat from 
passing to the drawees of the drafts. Such is the rule of interpretation as 
stated in Benjamin on Sales, page 306, and in support of it he cites numerous 
authorities, to only one of which we make special reference—Jenkyns vs. 
Brown, 14 Q. B., 496. There it appeared that the plaintiff was a commission 
merchant, living in London, and employing Klingender & Co. as his agents at 
New Orleans. The agents purchased for the plaintiff a cargo of corn, paying 
for it with their own money. They then } upon him at thirty days’ 
sight, stating in the body of the drafts that they were to be placed to the 
account of the corn. These drafts they sold, handing over to the purchaser 
with them the bills of lading, which were made payable to the order of 
Klingender & Co., the agents, and they sent invoices and a letter of advice to 
the plaintiff, informing him that the cargo was bought and shipped on his ac- 
count. On this state of facts the Court ruled that the property did not pass to 
the plaintiff; that the taking of a bill of lading by Klingender & Co., deliverable 
to their own order, was “nearly conclusive evidence that they did not intend 


to pass the a in the corn, and that by indorsing the bills of lading to 


the buyer of the bills of exchange they had conveyed to him a special prop- 
erty in the cargo, so that the plaintiff’s right to the corn could not arise until 
the bills of exchange were paid by him. And that such is the legal effect of 
a bill of lading taken deliverable to the shipper’s own order; that it is incon- 
sistent with an intention to pass the ownership of the cargo to the person on 
whose account it may have been purchased, even when the shipment has been 
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made in the vessel of the drawee of the drafts against the cargo, has been re- 
peatedly decided.—(Turner vs. The Trustees of the Live Docks, 6 Exch., 
543; Schorman vs. Railway Co., Law Rep., 2 Cha. Ap., 336; Ellerslaw vs. Mag- 
niac, 6 Exch., 570.) In the present case the wheat was not shipped on the 
vessels of A. F« Smith & Co., and the bills of lading stipulated for deliveries 
to the cashier of the Milwaukee Bank. When, therefore, the drafts against 
the wheat were discounted by the bank, and the bills of lading were handed 
over with the drafts as security, the bank became the owner of the wheat and 
had a complete right to retain it until payment. The ownership of McLaren 
& Co. was transmitted to it, and it succeeded to their power of disposition. 
That the bank never consented to part with its ownership thus acquired, so 
long as the drafts it had discounted remained unpaid, is rendered certain by 
the uncontradicted written evidence. It sent the drafts, with the bills of lading 
attached, to the Merchants’ Bank, Watertown, accompanied with the most posi- 
tive instructions, by letter and by indorsement on the bills, to hold the wheat 
until the drafts were paid. And when, subsequently, the Merchants’ Bank 
sent orders to the masters of the carrying vessels to deliver it to the “Corn 
Exchange Elevator, Oswego, N. Y.,’’ they accompanied the orders with letters 
to A. F. Smith & Co., the proprietors of the elevator, containing clear instruc- 
tions to hold the grain and “deliver” it only on payment of the drafts. To 
these instructions Smith & Co. made no objection. Now, as it is certain that 
whether the property in the wheat passed to Smith & Co. or not depends 
upon the answer which must be given to the question whether it was intended 
by McLaren & Co., or by the Milwaukee Bank, their successors in ownership, 
that it should pass before payment of the drafts, where can there be any room 
for doubt? What is there upon which to base an inference that it was in- 
tended A. F. Smith & Co. should become immediate owners of the wheat and 
be clothed with a right to dispose of it at once? Such an inference is for- 
bidden, as we have already said, by the bills of lading made deliverable to W. 
G. Fitch, cashier of the > an Bank, and it is inadmissible, in view of the 
express orders given by that bank to their special agents, the Merchants’ 
Bank at Watertown, directing them to hold the wheat subject to the payment 
of the drafts drawn against it. No intent to vest immediate ownership in the 
drawees of the drafts can be implied in the face of these express arrange- 
ments and positive orders to the contrary. It is true that A. F. Smith & Co. 
were the proprietors of the Corn Exchange Elevator, and that the wheat was 
handed over to the “custody of the elevator” at the direction of the Mer- 
chants’ Bank, but it cannot be claimed that was a delivery to the drawees 
under and in pursuance of their contract to purchase. The Merchants’ Bank, 
having been only special agents of the owners, had no power to make such a 
delivery as would , sewer the ownership of their principals. —(Stollenwerk e¢ a/. 
vs. Thatcher, 115 Mass., 124.) And they made no attempt to divest that own- 
ership. They guardedly retained the “jus disponendi.’”” Concurrently with 
their directions that the wheat should be delivered to the elevator, in the very 
orders for the delivery, they stated the cargoes were for the account of W. G. 
Fitch, cashier, and were to be held subject to their order. By accompanying 
letters to the proprietors of the elevator they stated the cargoes were deliv- 
ered to them “to held subject to and delivered only on payment of the 
drafts drawn by McLaren & Co.” All this contemplated a subsequent deliv- 
ery, a delivery after the receipt of the grain in the elevator and when the 
drafts should be paid. It negatives directly the possibility that the delivery 
into the elevator was intended as a consummation of the purchase or as giving 
title to the purchasers. It was a clear case of bailment, utterly inconsistent 
with the idea of ownership in the bailees. A man cannot hold as bailee for 
himself. By the act of accepting goods in bailment he acknowledges a right 
or title in the bailor. When, therefore, as was said in the court below, “the 
proprietors of the Corn Exchange Elevator, or A. F. Smith & Co., received 
the wheat under the instructions of the Merchants’ Bank, they received it with 
the knowledge that the delivery to them was not absolute; that it was not 
placed in their hands as owners, and that they were not thereby to acquire 
title.’ They were informed that there was no intention with the holders of 
the drafts and bills of lading to let go their ownership so long as the drafts 
remained unpaid. The possession they had, therefore, was not their posses- 
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sion. It belonged to their bailors, and they were mere warehousemen and not 
vendees. 

We agree that where a bill of lading has been taken containing a stipula- 
tion that the goods shipped shall be delivered to the order of the shipper or 
to some person designated by him other than the one on whose account they 
have been shipped, the inference that it was not intended the property in the 
goods should pass, except by subsequent order of the person holding the bill, 
may be rebutted, though it is held to be almost conclusive. And we agree, 
that where there are circumstances pointing both ways, some indicating an 
intent to pass the ownership immediately, notwithstanding the bill of lading, 
in other words, where there is anything to rebut the effect of the bill, it 
becomes a question for the jury whether the property has passed. Such was 
the case of Ogg vs. Shuter, 10 Law Reps., Com. Pleas, 159. There the ordi- 
nary effect of a bill of lading deliverable to the shipper’s order, was held to be 
rebutted by the Court sitting with power to draw inferences of fact. The 
delivery to the carrier was “free on board,” and the bill of lading was sent 
to the consignor’s agent. The goods were also delivered into the purchaser’s 
bags, and there was a part payment. But in this case there are no circum- 
stances to rebut the intent to retain ownership exhibited in the bills of lad- 
ing, and confirmed throughout by the indorsements on the bills, and by the 
written instructions to hold the wheat till payment of the drafts. Nothing in 
the evidence received or offered tended to show any other intent. Hence, 
there was no necessity of submitting to the jury the question whether there 
was a change of ownership. That would have been an invitation to find a 
fact of which there was no evidence. The circumstances as relied upon b 
the plaintiffs in error as tending to show that the property vested in A. F. 
Smith & Co., cannot have the significance attributed to them. 

It is certainly immaterial that the wheat was consigned to W. G. Fitch, 
cashier, care of the Merchants’ Bank, Watertown, and that it was thus con- 
signed at the request of A. F. Smith & Co., made to McLaren & Co. Had 
it been consigned directly to that bank, and had there been no reservation of 
the “jus disponendi’’ accompanying the consignment, the case might have 
been different. Then an intent to deliver to the purchasers might possibly 
have been presumed, but, as the case was, no room was left for such a pre- 
sumption. The express direction to hold the wheat for the eee of the 
drafts, and to deliver it only on payment, removes the possibility of any pre- 
sumed intent to deliver it while the drafts remained unpaid. A shipment on 
the purchaser’s own vessel is ordinarily held to pass the property to the pur- 
chaser, but not so, if the bill of lading exhibits a contrary intent; if thereby 
the shipper reserves to himself, or to his assigns, the dominion over the 
goods shipped.—(Turner vs. The Trustees of the Liverpool Docks, cited 
supra.) There are many such decisions. A strong case may be found in 
the Court of Queen’s Bench, decided in 1840. It is Mitchell vs. Ede, 11 
Adol. and Ellis, N. S., 888. A Jamaica planter, being the owner of sugars, 
and indebted to the defendant residing in London, for more than their value, 
shipped them at Jamaica on the 4th of April, on a ship belonging to the de- 
fendant which was in the habit of carrying supplies to Jamaica to the owner 
of the sugars, and others, and taking back consignments from him and others, 
On the same day he took a bill of Cen by which the goods were stipulated 
to be delivered to the defendant at London, he paying freight. Two days 
afterward (April 6th) the shipper made an indorsement on the bill that the 
sugars were to be delivered to the defendant only on condition of his giving 
security for certain payments, but otherwise to the plaintiff's agent. He also 
drew drafts on the defendant. At the same time he indorsed the bill of 
lading and delivered it to the plaintiff, to whom he was indebted. The bill 
was never in the plaintiff's hands. The sugars arrived in London, and the 
defendant paid the drafts drawn by the shipper, but did not comply with the 
conditions of the indorsement of April 6th. On this state of facts it was 
held by the Court that the plaintiff was entitled to the sugar; that 
the shipper had not parted with the property by delivering it on board 
the defendant’s ship, employed as it was, nor by accepting the bill of lading, 
as drawn on the 4th of April; and that he was entitled to change the des- 
tination of the sugars till he had delivered them, or the bill. n the case 
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now in hand there never was an instant after the purchase of the wheat by 
McLaren & Co. when there was not an express reservation of the right to with- 
hold the delivery from A. F. Smith & Co., and also an avowed purpose to 
withhold it until the drafts should be paid. Consent to eonsign the wheat 
to W. G. Fitch, cashier, care of Merchants’ Bank, amounts, therefore, to no 
evidence of consent that it should pass into the control and ownership of the 
purchasers. 

It has been ax on behalf of the plaintiffs in error that the corespond- 
ence between A. F. Smith & Co. and McLaren & Co. shows that the wheat 
was wanted by the former to supply their immediate need, and that, there- 
fore, it was a Te itimate inference Both parties to the correspondence intended 
an immediate delivery. If this were so, it was still in the power of the ven- 
dors to change the destination of the property until delivery was actually, or 
at least knee & made. And that the intention, if any ever existed, was 
never carried out, the bills of lading prove. It may be that A. F. Smith & 
Co. expected to secure early possession of the wheat, by obtaining discounts 
from the Watertown Bank, and then by taking up the drafts. If so, it would 
account for their request that the drafts and bills of lading might be sent 
through that bank, but that has no tendency to show an assent by either 
McLaren & Co. or the Milwaukee Bank, to an unconditional delivery of the 
property before payment of the drafts. 

or does the fact that any engagement to hold themselves responsible for 
the safe keeping of the wheat for the plaintiffs, and subject to their orders 
until the drafts drawn against it should be paid, was exacted from the Water- 
town Bank, have any tendency to prove such an assent. This was an ad- 
ditional protection to the continued ownership of the plaintiffs, and the words 
of the engagement plainly negative any consent to a divestiture of that owner- 
ship. 

Without reference, therefore, to the testimony of McLaren, which was in 
substance that before the shipments, Farwell, the agent of Smith & Co., was 
informed that while the shipping firm would agree to send their time drafts 
through any bank he might designate, and consign the property to any re- 
sponsible bank Smith & Co. might designate, they would adhere to their 
positive business rule in such cases, and on no account consent that any 
property so shipped should pass out of the contro] of the banks in whose 
care it had been placed until all drafts made against it had been paid; with- 
out reference to this, we think it clear the ownership of the wheat, for the 
conversion of which the defendants were sued, never vested in Smith & Co., 
never passed out of the plaintiffs. 

This is a conclusion necessarily drawn from the written and uncontradicted 
evidence; and there is nothing in any evidence received, or offered by the 
defendants and overruled by the Court, which has any tendency to resist the 
conclusion. It is unnecessary, therefore, to examine in detail the numerous 
assignments of error in the admission and rejection of evidence. None of 
the rulings have injured the defendants. 

If, then, the Exchange Bank of Milwaukee was the owner of the wheat 
when A. F. Smith & Co., undertook to ship it to the defendants, and when 
the defendants received it, and converted it to their use, the right of the bank 
to recover in this action is incontrovertible. Smith & Co. were incapable of 
divesting that ownership. The defendants could acquire no title, or even lien, 
from a tortious possessor. However innocent they may have been (and they 
were endeubtedhy innocent of any attempt to do wrong), they could not 
obtain ownership of the wheat from any other than the owners. The 
owner of personal property cannot be divested of his ownership without his 
consent, except by process of law. It is not claimed, and it could not be, 
that the defendants were deceived or misled by any act of the plaintiffs. 
They are the victims of a gross fraud perpetrated by A. F. Smith & Co., and 
however unfortunate their case may be, they cannot be relieved by casting the 
loss upon the plaintiffs, who are at least equally innocent with themselves, and 
who have used the extremest precaution to protect their title. 

It is sufficient to add that, in our opinion, there is no just reason for com- 
plaint against the instruction given by the Circuit Judge to the jury, and his 
rulings upon the subject of damages and interest. 

The judgment is affirmed. 


37 





BANKER’S MAGAZINE. 


THE DISTRICT OF COLUMBIA 3-65 BONDS. 


IS THE UNITED STATES GOVERNMENT BOUND FOR THEIR PAYMENT ? 
Opinion of the Attorney-General. 


DEPARTMENT OF JUSTICE, WASHINGTON, October 22, 1875. 
To the President of the United States: 


Sir: The question submitted by the President to the Attorney-General is, 
whether the faith of the United States is pledged to provide for the payment 
of the interest and principal of the 3-65 District bonds. 

That the faith of the United States is so pledged, i have no doubt what- 
ever, and I respectfully suggest that the contrary opinions which have been 
given by some eminently respectable lawyers, have resulted from a hasty and 
superficial examination of the question. The true relation which the District 
of Columbia bears to the Federal Government seems to have been entirely 
overlooked. 

Under article 1, section 3, clause 17, of the Constitution, Congress has 
ower “to exercise exclusive legislation, in all cases whatsoever, over such 
istrict (not exceeding ten miles square), as may, by cession of particular 

States, and the acceptance of Congress, become the seat of the Government 
of the United States, and to exercise like authority over all places purchased 
by the consent of the Legislature of the State in which the same shall be, for 
the erection of forts, magazines, arsenals, dock-yards, and other needful build- 
ings.” 

"heaten 795, Revised Statutes of the United States, provides “that all that 
part of the Territory of the United States, included within the present limits 
of the District of Columbia, shall be the permanent seat of the Government of 
the United States.” 

Thus Congress has supreme legislative power over the District of Columbia 
—a power which has never been delegated to any local municipality—Congress 
exercising direct, exclusive, and absolute legislative authority over the District. 

Congress fixes the rate of taxation, declares what property shall be subject 
to or exempt from taxes in the District, and prescribes the mode of assess- 
ment and enforcement of the collection of the taxes imposed. (See the Act of 
Congress approved March 3, 1875, entitled “An act for the support of the 
Government of the District of Columbia for the fiscal year ending June 30, 
1876, and for other purposes.’’) 

The Treasury of the United States is by law the sole depository of the 
taxes and revenues of the District. The debt for which Congress authorized 
the issue of these bonds was made by officers of the United States, whom 
the President had appointed, and whom the Senate had confirmed, and the debt 
was contracted chiefly for improving the streets, avenues, and sewers of the 
District, which are the exclusive property of the United States. (See Van 
Ness v. City of Washington, 4 Peters, 232. 

Had there been no specific pledge on the part of the Government, it would 
have been bound upon every principle of law, good faith, and common hon- 
esty, to pay the interest and principal of these bonds. The debt was incurred 
by its own officers, the money borrowed was expended for the improvement 
of its own property, under its own direction. ’ 

But on the 30th of June, 1874, Congress passed an act which provides, in 
the seventh section, for the issue of the District 3-@5 bonds; and, to leave no 
doubt about the liability of the Government, the act of February 20, 1875, was 
passed, entitled “An act to amend an act entitled ‘An act for the Government 
of the District of Columbia, and for other purposes,’”’ approved June 20, 1874. 
Section 7. “That the Sinking Fund Commissioners of said District are hereby 
continued; and it shall be the duty of said Sinking Fund Commissioners to 
cause bonds of the District of Columbia to be prepared, in sums of fiftyeand 
five hundred dollars, bearing date August 1, 1874, payable fifty years after 
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date, bearing interest at the rate of three and sixty-five one-hundredths per 
centum per annum, payable semi-annually, to be signed by the Secretary and 
the Treasurer of said Sinking Fund Commissioners, and countersigned by the 
Comptroller of said District, and sealed as the Board may direct, which bonds 
shall be exempt from taxation by Federal, State, or municipal authority, 
engraved and printed at the expense of the District of Columbia, and in form 
not inconsistent herewith; and the faith of the United States is hereby 
pledged, that the United States will, by proper proportional appropriations, as 
contemplated in this act, and by causing to be levied upon property within 
said District such taxes as will do so, provide the revenues necessary to pay 
the interest on said bonds as the same may become due and payable, and 
create a sinking fund for the payment of the principal thereof at maturity. 
Said bonds shall be numbered consecutively, and registered in the office of the 
Comptroller of said District, and also be registered in the office of the Regis- 
trar of the Treasurer of the United States, for which last-named registration 
the Secretary of the Treasury shall make such provision as may be necessary; 
and said Commissioners shall use all necessary means for the prevention of 
any unauthorized or fraudulent issue of any such bonds. And the said Sink- 
ing Fund Commissioners are hereby authorized to exchange said bonds at par 
for like sums of any class of indebtedness in the preceding section of this act 
named, including sewer taxes or assessments paid, evidenced by certificates of 
the Auditing Board, provided for in this act.” The act still further provides 
that “the interest of all said bonds shall be payable at the Treasury of the 
United States.’’ Section seven reads: “And the faith of the United States is 
hereby pledged that the United States will . . . provide the revenues nec- 
essary to pay the interest on said bonds as the same may become due and 
payable, and create a sinking fund for the payment of the principal thereof at 
maturity.” 

The fact that the act points out the means over which the United States 
has the absolute power to provide the revenues to meet these obligations, only 
strengthens the pledge of faith which the Government gives. 

It was never yet imagined that the obligation of the Government was 
relaxed, or its faith less securely pledged when it obtained loans in 1842, and 
subsequently, and pledged the proceeds of public lands and the customs rev- 
enues to secure the payment of those loans, because of the mention of these 
resources of the nation. 

The faith of the United States is clearly pledged to the payment of the 
interest on these “3-65 District Bonds,” as the same falls due, and to the 
payment of the principal of the bonds when the same matures. 

There is no way, short of a shameless violation of the clearest principles 
of settled law and honest dealing, that the Government can escape from the 
full payment of these bonds. 

First. The United States themselves contracted the debt for which these 
bonds were given. 

Second. The United States used the money or labor for which these 
bonds were given, to improve their own property. 

Third. The United States themselves authorized the issue of these bonds 
to secure their own debt. 

Fourth. The United States, by specific Act of Congress, pledged the faith 
of the nation for the full payment of these bonds, and thus induced innocent 
holders to take the same and part with value. 

Fifth, The United States, to give additional credit to these bonds, pointed 
out the very ways and means by which they would securely provide the rev- 
enues to meet the interest and principal, the Government having absolute con- 
trol over the ways and means suggested. 

Sixth. The United States still further added to its pledge, and strength- 
ened confidence in its plighted faith, by providing in the same act, of February 
20, 1875, that “the interest of all said bonds shall be payable at the Treasury 
of the United States.’ 

If the faith of the United States is not pledged to the payment of both 
principal and interest of these bonds as the same mature, then the United 
States have never pledged their faith for any debt. 

Very respectfully, etc., 
EDWARDS PIERREPONT, Attorney-General. 
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THE 3.65 BONDs OF THE DisTRICT OF CoLuMBIA.—The following is the 
provision of the act (June 30, 1874, section 7, as amended February 20, 1875) 
authorizing these bonds. 

“The faith of the United States is hereby pledged that the United States 
will, dy > proportional appropriations, as contemplated in this act, and by 
causing to be levied upon the property within said District such taxes as will 
do so, provide the revenues necessary to pay the interest on said bonds as the 
same may become due and payable, and create a sinking fund for the pay- 
ment of the principal thereof at maturity.” 

On this Attorney-General Fairchild, of New York, thus remarks: 

The fact that the act points out the means (over which the United States 
has absolute power) to provide the revenues to mett those obligations, only 
strengthens the pledge of faith which the Government gives. it was never 

et imagined that the obligation of the Government was relaxed, or its faith 
ess securely pledged, when it obtained loans in 1842 and subsequently, and 
pledged the proceeds of the public lands and the customs revenues to secure 
the payment of those loans, because of the mention of those resources of the 
nation. The faith of the United States is clearly pledged to the payment of 
the interest on these 3.65-100 District bonds as the same falls due, and to the 

yment of the principal of the bonds when the same matures. The United 
tates still further added to its pledges, and strengthened confidence in its 
plighted faith, by providing in the same act that “the interest of all said bonds 
shall be payable at the Treasury of the United States.” It is not of the small- 
est consequence whether you treat the United States as guarantors that rev- 
enues shall be raised in a particular way to meet the bonds, or as directly 
responsible to the holders. If the United States are considered as guarantors 
of the revenues, it comes to the same thing. They agree that certain means, 
under their absolute control, shall be employed to raise the necessary reve- 
nues, and thus pledge that the revenues shall be raised; the force of the 
obligation is thereby increased. 


THE PAYMENT OF ALTERED CHECKs.—Kobbe & Co. brought suit against 
the Chemical Bank in the Supreme Court of New York. Plaintiffs, wishing 
to deposit $11,000, in five checks, to their credit in the Chemical Bank, drew 
the checks, leaving blanks for the payee in four of them, and inserted the 

ayee’s name in one. Their cashier, who was also cashier of the Eagle Gas 

ompany, made them all payable to his Company, and drew the money. The 

laintiffs then sued the bank, but the Court held that their carelessness in 
ser the blanks debarred them from recovering on four. On the note in 
which the name of the payee had been altered, the jury gave a verdict to 
plaintiffs for $1,483.43. 


County Bonps.—A number of cases have recently been decided by the 
United States Circuit Court, now in session in Topeka, Kansas, concernin 
the resistance of payment of interest on county and city bonds issued in ai 
of railroads. Most of these decisions have been in favor of the bondholders 
or railroad companies and against the taxpayers. The doctrine of the Court 
in passing upon the main question was to the effect that where bonds have 
been regularly voted for a lawful object they cannot be nullified by informali- 
ties in their emission, delivery or sale, but, on the other hand, that where 
bonds have not been legally voted, or have been voted for an illegal object, 
they are void, even in the hands of innocent purchasers. 


EXTENSIVE LAND FRAuUDS.—It has recently been discovered that deeds to 
lands in Northern Arkansas and Southeastern Missouri have for some years 
past been forged and sold through agencies in Cincinnati, Pittsburgh, Phila- 
delphia, New York, and Manchester, England. It is estimated that deeds to 
more than 12,000,000 acres of land have been thus disposed of, the valuation 
being $25,000,000 to $30,000,000. The land is owned by non-residents, and, 
as the records were mostly destroyed during the war, the perpetrators have 
had every facility to carry out the fraud. The deeds have been sold through- 
out the United States and England. In consequence of the disclosures, the 
Grand Jury of Shannon County, Mo., have indicted Thomas K. Harmon, 
David S. Bingham and James L. Lawton for complicity in the fraud. 
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Notice.—The Banker’s Almanac and Register for 1876 is now 
issuing from the press, and will be forwarded by or before January roth to 
Banks and Bankers whose orders shall then have been received at this 
office direct. Other orders will be filled about January 25th. 


THE GOLD EXCHANGE—NEW RULEs.—At a meeting of the Gold Exchange 
the rule fining members $100 for any sale of gold before or after the regular 
session of the Board, was amended so as make any offer to sell finable, 
whether a sale occurred or not. 

A resolution increasing the annual dues from $25 to $40, reported by the 
Executive Committee, was laid over, to be' decided at a future meeting. 


Savincs BANK FAILURES.—The beginning of December was a period of 
reat excitement among the vin ag wo of some of the New York City Savings 

Banks. A number of runs took place, and several suspensions, but all among 
the smaller and weak banks. The following named have closed their doors: 
Central Park Savings Bank, failed; German Up-town, suspended; Mutual 
Benefit, suspended; People’s Savings Bank, failed; Security, suspended. 

The condition of the German Up-town Savings Bank is shown by the 
report of the Receiver, Herman Uhl, as follows: Liabilities, $956,117; assets, 
in Receiver’s hands, $825,303; other assets, nominally, $211,202; total, 
$1,036,506; nominal surplus, $80,388. Among the assets not surrendered to 
the Receiver are $38,000 of bonds, charged to have been converted to his 
own use by the late Cashier, Adolf Levinger. 

A preliminary report of the People’s Savings Bank, made December 
20th, has caused much dissatisfaction. There appears to be a deficiency of 
some $70,000 to meet the liabilities, which are $172,638. 

In the case of the Third Avenue Savings Bank, it is reported that 
deficiencies, defalcations, overvaluations of real estate, depreciated securities, 
unpaid taxes, and incorrect book-keeping confront the Receiver, Mr. Hart, on 
every side. He thinks that the depositors will not obtain more than twenty- 
five or thirty cents on a dollar. 

As regards the older banks, no distrust exists. The examinations of the 
aes Superintendent are very thoroughly made, and show promptly any weak 
places. 


DuNcAN, SHERMAN & Co.—In the United States District Court, on De- 
cember 18th, William Butler Duncan, William Watts Sherman and Francis H. 
Grain, composing the firm of Duncan, Sherman & Co., were adjudicated in- 
voluntary bankrupts, upon the petition of 205 of their creditors. 

Upon the presentation of the petition, which is in the usual form, and the 
admission of Duncan, Sherman & Co. that the statements contained in it 
were true, Judge Blatchford directed the entry of an order adjudicating the 
firm bankrupt. By virtue of the warrant in bankruptcy United States Mar- 
shal Fiske will take charge of the property of the firm until the creditors 
meet and choose an assignee. 


OnE HuNDRED PER CENT. DIVIDEND.—A local tax of three per cent. on 
surplus capital has been enforced in this State, and has driven some of the 
banks to distribute this accumulation as a dividend. The directors of the New 
York County National Bank, which had a surplus of $325,000, and a fixed 
capital of $200,000, have resolved to declare a dividend of one hundred per 
cent., reducing the surplus to $125,000. The market value of the stock fos 
been $162.50 per share of $100. 
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ALABAMA.—The People’s Saving and Loan Association, at Eufaula, has 
changed its title to ‘‘The People’s Bank,” and continues under the same 
management as heretofore, with a paid capital of $100,000. The officers are 
H. C. Hart, President ; John G. Smith, Vice-President; A. A. Walker, 
Pe Its services to correspondents are offered in a card at end of this 
number. 


CALIFORNIA.—A committee of the bankers of San Francisco met on De- 
cember 22d, to draft a plan for a Clearing-House. A majority of the body 
favor the project, and will doubtless effect the object at once. It is expected 
that those now demurring will join in the organization when perfected. 


CoLoRADO.—A new bank has been organized at Denver, under State 
charter, called the Exchange Bank, into which is merged the business of 
Messrs. Collins, Snider & Co., bankers. Its officers are F. J. Ebert, Presi- 
dent; S, G. Collins, Cashier. 


DIVIDEND.—The Comptroller of the Currency has just declared a further 
dividend of fifteen per cent. in favor of the creditors of the First National 
Bank of Washington. This makes eighty-five per cent. thus far realized by 
creditors of the bank. 


ILLINOoIs.—The old and well-known banking-house of W. F. Thornton & 
Son, at Shelbyville, has admitted into its partnership Mr. J. Thornton Her- 
rick. The style of the firm remains unchanged. 


CuHIcAGO.—The Commercial Loan Company of Chicago closed its doors on 
the morning of December 21st, and has gone into liquidation. The directors 
have taken this step in consequence of the capital of the bank being lost by 
injudicious loans. The deposits are in the neighborhood of $400,000, which is 
hoped may be paid in full. The bank is reported to have on hand, in cash 
and good short time paper, about $100,000, and in real estate paper $220,000. 


INDIANA.—The corporate name of the Indianapolis Insurance Company has 
been changed to “The Bank of Commerce,” under which title it continues the 
banking business as heretofore, without interruption. This step was rendered 
desirable from the fact that the former name did not indicate the character of 
their business, as transacted under the old charter. 


MASSACHUSETTS.—Nearly all the savings banks of Boston have wisely 
reduced to five per cent. the rate of interest promised to depositors. The 
trustees properly consider it their duty to direct their efforts first to the abso- 
lute safety of the funds to be invested, and afterwards to the payment of as 
large dividends as can be honestly earned. 


Suspension.—An injunction was issued on December 2ist against the 
Lancaster Savings Bank, at Lancaster, for insolvency. It is embarrassed from 
bad investments, not dishonesty of officials. There will be little loss to 
depositors. 


SAFE BANKING.—Mr. Joseph P. Turner, Jr., recently resigned the cashier- 
ship of the National Grand Bank of Marblehead, which position he had held 
for nearly forty years. It is stated that during that period the bank did not 
lose a dollar. 


ANOTHER VETERAN GONE.—Mr. Jacob Stone, Cashier of the First Na- 
tional Bank of Newburyport, died on December 15th. For upwards of forty 
years he had been connected with the moneyed interests of Newburyport— 
twenty-five years of that time as Cashier of the Ocean National Bank, and as 
Cashier of the First National Bank from its organization, fifteen years since, 
till his death. 


MissourI.—The First National Bank of Kansas City has gone into volun- 
tary liquidation, and is succeeded by “The Bank of Kansas City,’”’ organized 
under a State charter. The officers of the new institution are: Nathan Scar- 
ritt, President; John B. Wornall, Vice-President; Bernard Donnelly, Secre- 
tary; J. S. Chick, Cashier; A. P. Warfield, Assistant Cashier. New York 
correspondents, Messrs. Donnell, Lawson & Co. 
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Fort Wayne.—The Merchants’ National Bank, of Fort Wayne, gives notice 
that it is closing up its affairs, and goes into voluntary liquidation. 


LIABILITY OF CASHIERS.—A decision of importance was rendered on Decem- 
ber 2d, by Chancellor Bruce, in the case of The Loretto Literary and Benevo- 
lent Institute and others against Harry L. Pope and others, giving judgment 
against Pope for $72,170, with interest from June 17, 1870; and against his 
sureties for $30,000. This action grew out of the robbery, in 1870, of the old 
Louisville Mechanics’ Bank, of which Pope was cashier. Plaintiffs had a 
large sum of money deposited at the bank, and sued Pope and his sureties 
for the amount. The petition was once dismissed, but the Court of Appeals 
reversed this decision, and Chancellor Bruce has also reversed his first decis- 
yes * on the ground that the robbery occurred through the negligence of the 
cashier. 


DISHONEST BOOK-KEEPER.—M. L Christie, late book-keeper in the First 
National Bank of Paterson, N. J., who embezzled about $7,000 from the in- 
stitution, has been sentenced to two years’ imprisonment in the State Prison. 


AN AUBURN BANKER GONE.—Mr. James S. Seymour, President of the 
National Bank of Auburn, N. Y., died in that city on December 3d, in the 
85th year of his age. Mr. Seymour was born in Hartford, Conn., in 1791. 
In 1817 he was chosen cashier of the Bank of Auburn, and ever since that 
time has been connected with that institution and its successor as cashier or 
president. He was the oldest bank officer in the State, and was a man of 
Sterling integrity. 

Ou10.—A new organization, called The National Bank of Commerce, has 
begun business at Cincinnati, with a capital of $400,000. Its Directors are: 
Wm. A. Goodman, John Shillito, George Wilshire, Anthony D. Bullock, 
Alexander H. Andrews, and C. W. West. President, Wm. A. Goodman; 
Cashier, Henry B. Bissell. The business of Messrs. Andrews, Bissell & Co., 
bankers, is transferred to the new institution. 


LIABILITY OF BANK DIRECTORS.—The individual stockholders of the sus- 
pended First National Bank of Tiffin, who, under the banking law, are per- 
sonally liable, have commenced a suit against the directors for the amount of 
their liability, on the ground of negligent management. The result of this 
suit, which is brought in the United States Circuit Court for Ohio, will be of 
importance to all who are interested in National Banks. 


PENNSYLVANIA.—The Bank of Brandywine, at Westchester, made an 
assignment for the benefit of its creditors on December 22d. It is thought 
the depositors will be paid in full. 


RHODE IsLAND.—The banking firm of Greene & Cranston, of Providence, 
suspended payment on December 18th, and made an assignment to James V. 
Smith. The liabilities are represented to be $675,000, and the assets, firm 
and individual, $800,000. The cause of the suspension is stated to be ina- 
bility to realize on advances, amounting to $400,000, made to the Providence 
Tool Company. 

Texas.—A new bank, called “The State Savings Bank,’ is about to com- 
mence business at Dallas, under a State charter, with a capital of $100,000, of 
which $50,000 will be at once paid. Mr. E. H. Gruber, formerly cashier of 
the First National Bank of Dallas, is to be President, and Mr. Samuel Leigh- 
‘ton, Cashier. 


Marshall.—Messrs. Raguet & Fry, bankers, tender their services for busi- 
ness in that vicinity. Their New York correspondents are S. M. Swenson and 
Greenebaum Bros. & Co. Those at other points will be found in their card, 
at end of this number. 

VERMONT.—The officers of the National Banks of this State have formed 
an association for protection against burglary, and the speedy punishment of 
bank robbers. 
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CHANGES OF PRESIDENT AND CASHIER. 
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Name of Bank, Elected. In place of 
.. National Bank of Birmingham... William Berney, Cas... R. B. Jones. 

. Merch, Exch. Bk., San Francisco Alvinza Hayward, Pr.. C. W. Kellogg. 
Bac he o x - .. H. F. Hastings, Cas.... R. N. Van Brunt. 
... Bank of Lake, Lakeport Alex. F. Tate, Pr 
... Bank of San Diego, San Diego... Charles Hubbell, Cas... L.G.Nesmith, As¢.. 
... Commercial & Sav. B., San Jose. C. T. Ryland, Pr B. D. Murphy. 

. Bank of Rosita, Rosita..... H. J. McIntire, Pr 
in “ as H. T. Blake, Cas. 

.. Bank of Rome, Rome H. D. Cothran, Cas.... C. O. Stillwell. 

. First National Bank, Knoxville... Francis G. Sanborn, Cas. J. Babington. 

. First National Bank, Newton.... William Vaughan, Pr.. J. Long.* 

; Tyee merited Bank, Lemars. B. A. Henningsen, Pr.. 

“ a “ , A.C. Jurgensen, Cas... G. B. Von Saun. 

. Cowley Co. Bank, Arkansas City H. P. Farrar, Cas 

Grayson Banking Co., Grayson.. James Osenton, Pr.... L. Prichard. 
N. O. Sav. Inst., New Orleans... D. Urquhart, Pr L. F. Generes. 
... Merchants’ Nat. Bank, Baltimore. William L. Gill, Cas.... D. A. Jones. 
.. First National Bank, Barre Hiram Wadsworth, Pr. J. M. Buttrick. 
.. First Nat. Bank, Newburyport... Thos. P. Stickney, Cas. J. Stone.* 
.. People’s Sav. Bank, Chillicothe.. William B. Leach, Cas. J. A Cooper. 
.. Agency Bk. Cal., Virginia City.. J. P. Martin, Agt 
... Nat. B. of N. J., New Brunswick. Charles Wood, Pr. 

. Grand Central Bank, N. Y. City George N. Williams, Pr. C. E. Loew. 
... German-American Bank, ‘* ‘‘ H. Rocholl, Pr D. Salomon. 
... Nat. Commercial Bank, Albany.. Robert H. Pruyn, Pr... E. P. Prentice. 
... State Bank of Olean H. S. Morris, Cas 
... First National Bank, Aurora Edwin B. Morgan, Pr.. H. Wells. 

. Fourth Nat. Bank, Cincinnati.... M. Morris White, P7... T. Cook. 

. Bank of Industry, Pittsburgh..... James McLain, Pr..... J. Ross. 

: aaa aanend a B., Norristown John Slingluff, P» W. H. Slingluff. 

ad W. F. Slingluff, Cas.... J. Slingluff. 
.. German <n Institution, Erie John Eliot, Tveas M. Schlaudecker. 
. First National Bank, Greenville.. William Waugh, Pr... S. P. Johnston. 
en “ - .. C. R. Beatty, Cas 
.. Dollar Savings Bank, Oil City... Jos. M. McElroy, Pr... O. F. Schonblom.. 
.. Mahoning Bank, Punxsutawney. W. A. Dunlap, Pr R. C. Winslow. 
.. Scranton City Bank, Scranton... Victor Koch, P» 

. Miners’ Sav. Bank, Wilkes-Barre John S. Law, Pr....... A. C. Laning. 
i ™ ” “ David P. Ayars, Cas.... J. A. Rippard. 

. First National Bank, Dallas C. Cunningham, Cas... W. J. Clark. 

. Paris Exchange Bank, Paris J. E. Roberts, Cas S. E. Clement. 

. Shen. Valley N. B., Winchester... H. M. Brent, Jr., Cas... H. M. Brent. 

* Deceased. 
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DISSOLVED, DISCONTINUED, OR CHANGED. 


(Monthly List, continued from December No., page 484.) 


... People’s Savings & Loan Association, Eufaula ; changed to People’s Bank. 
. Edward B. Young & Son, Eufaula; succeeded by Eufaula National Bank. 
Bank of Denver (Hager, Sons & Co.), Denver ; in liquidation. 
. Collins, Snider & Co., Denver; succeeded by Exchange Bank of Denver. 
B. P. Andrews, Gérard; succeeded by Bank of Girard. 
Wagner, Bennett & Artz, Oregon ; succeeded by Wagner & Artz. 
Pierson, Gregory & Co., White Hall; succeeded by North, Wales & Co. 
Danforth, Snow & Co., Washington; succeeded by A. G. Danforth & Co. 
Rogers & Richardson, Warren; succeeded by Rogers, Richardson & Co. 
Mayfield & Youtsey, Lincoln ; succeeded by A. Mayfield & Co. 
Commercial Loan Co., Chicago ; closed. 
Indianapolis Insurance Co., /ndianapolis ; changed to Bank of Commerce. 
Merchants’ National Bank, Fort Wayne ; closing. 
... Clear Lake Bk., Clear Lake ; succeeded by Collection B’k of Geo. E. Frost 
. First National Bank, Function City ; succeeded by W. B. Clarke. 
Bank of America, New Orleans ; suspended, 
. Charles Blain & H. P. Ely, Ludington ; now Blain & Ely. 
... Wexford Co. Bk., Clam Lake; changed to Bkg. House of D. F. Comstock. 
. Merch & Farngers’ Bk., St. Louis; succeeded by Harrington, Saviers & Co. 
... First National Bank, /shpeming ; succeeded by Ishpeming Bank. 
... Citizens’ Exchange Bank, Benton Harbor; closed. 
... F. D. Conger, Benton Harbor ; succeeded by Higman, Heath & Co. 
. John B. Howell, Canton ; succeeded by Charles Handy. 
H. K. Davis & Co., Fredericktown ; succeeded by Schulte, Hill & Co. 
Zook & Montgomery, Oregon; succeeded by Montgomery & Norman. 
Colhoun B. and St. Joseph S. B., St. Foseph ; succeeded by Colhoun S. B. 
. Burke & Hely, Little Falls ; suspended. 
.. Moss, Haight & Dunham, Brocton ; succeeded by J. S. Moss. 
... Burke’s Bank, Utica; suspended. 
. Averells & Chapman, Ogdensburgh ; suc. by Averells, Chapman & Bean. 
... T. B. & W. Corning, Rochester ; succeeded by William Corning. 
... J. E. Dutton & Co., Bainbridge ; succeeded by G. H. Carver & Co. 
. Andrews, Bissell & Co., Cincinnati; succeeded by Nat. Bank of Commerce. 
... T. J. McLain & Son, Warren ; succeeded by T. J. McLain. 
... Farmers & Traders’ Bank, Toledo ; succeeded by Farmers’ Exchange Bank. 
... First National Bank, New Lexington ; succeeded by Perry County Bank. 
. Newbold, Son & Aertsen, Philadelphia; suc. by W. H. Newbold’s Son & Co. 
++ Joseph Johnston, Connedisville ; not in banking business. 
. Bank of Brandywine, West Chester; assigned. 
Greene & Cranston, Providence ; suspended. 
. First National Bank, Gal/atin ; succeeded by Bank of Gallatin. 
. Latimer & Chancellor, Zznis ; succeeded by Mark Latimer. 
... White & McCornick, Salt Lake City ; succeeded by McCornick & Co. 
Bank of Culpeper, Culpeper; suspended. 
. Bank of Boscobel, Boscobel ; suspended. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List; continued from December No., page 481.) 


DECEMBER, 1875. 


State. Place and Capital. Bank and President. N. Y. Correspondent and Cashier. 
Eufaula National Bank.... | American Exchange Nat. Bk. 
$ 58,000 Edward B. Young Pr. E. B. Young, Jr., Cas. 
COL.... Stockgrowers’ Nat. Bank. . Kountze Brothers. 
$35,000 Charles B. Lamborn, Pr. Jefferson Raynolds, Cas. 
Exchange Bank. Tradesmen’s National Bank. 
F. J. Ebert, Pr. S. G. Collins, Cas. 
First National Bank First National Bank. 
Henry Tubbs, Pr. Willard C. Tubbs, Cas. 
Solomon Plaut German Nat. Bank, Chicago. 
T. W. Chamberlin George Opdyke & Co. 
Ohlwine, Schreiber & Co. - 
Rock Falls.... J. M. Patterson & Co George Opdyke & Co. 


--. Essex B. M. Webster & Co Continental National Bank. 
Towa City Bank American Exchange Nat. Bk. 
Shell Rock Valley Bank... Greenebaum Brothers & Co. 
F. M. McGee & Co 


KAN.... Minneapolis... J. P. Cummins & Co Donnell, Lawson & Co. 
** ,... Solomon City. Solomon Valley Bank... .. Ninth National Bank. 
J. La Grange, Pr. Elon G. Clarke, Cas. 


ME.... Camden National Bank... 
Henry Knight, Pr. J. F. Stetson, Cas. 
Mass... Boston George Wm. Ballou & Co. Donnell, Lawson & Co. 
“ ... Webster First National Bank. 
000 Chester C. Corbin, Pr. Edward L. Spalding, Cas. 
Micu.... Big Rapids.... Fairman & Potter National Broadway Bank. 
“* ,... Carson City... W. H. Acker Metropolitan National Bank. 
ae, la “« ... E. C. Cummings Chatham National Bank. 
*¢ = ..0e Detroit Austin & Co Hanover National Bank. 


MINN... Caledonia .... Sprague & Easton Ninth National Bank. 
S35 Owen & Dibble _ Gilman, Son & Co. 
‘* ... Winnebago C. Faribault County Bank.... Importers & Traders’ Nat. Bk. 
St. Louis ..... Carondelet Avenue Bank. . German-American Bank. 
John Paul, Jr., Pr. Frederick Leser, Cas. 
George Goldthwaite John S. Tilney & Co. 
Farmers & Drovers’ Bank. Ninth National Bank. 
Levi Starr, Pr. J. B. Starr, Cas. 
NEB.... William McWhirter. Third National Bank, Chicago. 
Bis, Wace Bank of Rome Central National Bank. 
$100,000 Willey J. P. Kingsley, Pr. Samuel Wardwell, Cas. 
“ .... Unadilla William Wendell Loaner’s Bank. 


N.C.... Charlotte Traders’ National Bank... 
$ 100,000 S. P. Smith, Pr. T. L. Vail, Cas. 
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Place and Capital. Bank and President. N. ¥. Correspondent and Cashier. 
. Cincinnati Nat. Bank of Commerce... _ American Exchange Nat. Bk. 
$ 200,000 Wn. A. Goodman, Pr. H. B. Bissell, Cas. 
Lamborn & Gray John J. Cisco & Son. 
Citizens’ Bank First National Bank. 
Enoch S. McIntosh, Pv. Charles M. Reynolds, Cas. 
. Columbiana .. J. Esterly & Co Importers & Traders’ Nat. Bk. 


. Galveston Galveston Bk. & Trust Co. German-American Bank. 
$250,000 Henry Rosenberg, Pr. Chas. F. Hohorst, Cas. 


.. West Bend.... E. Franckenberg Mechanics’ National Bank. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


Authorized November 24 to December 22, 1875. 
ee 
No. Name and Place. President and Cashier. Authorized. Paid, 
2309 Eufaula National Bank, Edward B. Young 
Eufaula, ALA. E. B. Young, Jr. 
2310 Stockgrowers’ National Bank, Charles B. Lamborn 
Pueblo, Cou. Jefferson Raynolds. 
2311 Camden National Bank, Henry Knight. 
Camden, MAINE. J. F. Stetson. 
2312 First National Bank, Chester C. Corbin 
Webster, MAss. Edward L. Spalding. 


2313 First National Bank, Henry Tubbs 
Kirkwood, ILL. Willard C. Tubbs. 


2314 Traders’ National Bank, S. P. Smith 
Charlotte, N. C. 


2315 National Bank of Commerce, William A. Goodman.... 
Cincinnati, OHIO. H. B. Bissell. 


THE PREMIUM ON GOLD AT NEW YORK, 


NOVEMBER—DECEMBER, 1875. 


Lowest, Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
12% -Nov.24-- 14% - 14% -Dec. 8.. 14% 

ee 25... oliday. a 9.-- - 14% 

26.. 144% - 14% .- 10.. - 14% 

Siw “ = IL .. - 14% 

29 .. : -- = «A 14% 

30 -. 1456 - gl. 4h. 4 

15 -- - 14% 
16 .. - 14% 
I Z as - 14% 
18 .. 14% 


le - ies - 33 
October .. ee = oe ai .. as 
November me : ne ee 13% 


September 
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NOTES ON THE MONEY MARKET. 


NEW YORK, DECEMBER 21, 1875. 


Exchange on London at sixty days’ sight, 485% a 4°89%, in gold. 


The stock market has not exhibited much activity. Government bonds have 
advanced, but closed with a tendency to lower prices, as the London quotations 
have not responded fully to the advance in this market. Hence there has been 
some disposition to import bonds from abroad, and the market here is unsettled in 
consequence. 

Gold closes dull and weaker. Foreign exchange is strong and steady at 4.85% 
for 60 days’ sight bills. 

In railroad bonds the business is moderate and prices are firm. State bonds 
are quiet, and there is little inquiry. Railroad stocks are dull. In the investment 
shares of the best roads an active demand is anticipated after the 1st January, 
when the money market is expected to be easier in consequence of the payment of 
dividends and the usual accumulation of funds in our city banks. Subjoined are 
our usual quotations: 


QuorTaTIONs: Nov. 24. Dec. 1. Dec. 6. Dec. 13. Dec. 20. 
114% - 114% Pes 114% om 114% = 113% 
U. S. 5-20s, 1867 Coup. 122% ee 122% a 122% oe 122% ae 122% 
U. S. new Fives Coup. 116% .. 117% 8 117% se 117% Re 117 
West. Union Tel. Co.. 7S we 5% ee 7% =.. 76% O«s 73% 
N. Y. C. & Hudson R. 106% at 105% ae 105% a 105% a 104% 
62 oe 59% te 60% oe 61% os 604% 
105% a 105% sis 104% as 104% a 103% 
10514 ee 104 am 104% si 104% ‘a 105% 
16 oa 15% we 164% oe 164% oé 15%, 
Union Pacific 72% e 80 Pe 7% rr 77 a 74% 
Bills on London....... 4-831444.87%..4.831a4.8614 .. 4.8404.871%4 ..4.843604.8816 4.85104.89% 
Call loans 343% =e. 5a6 er 445 +e 447 
6a7%.. 5%4a8 ns 6a7 «. 5§%a7 ia 6a9 
Treasury balances, cur. $ 43,827,341 .. $41,976,214 .. $40,829,948 .. $41,207,740 .. $38,220,699 

Do. do. gold 42,093,785 ..  42,381,408.. 42,810,961 .. 42,745,602 .. 42,009,585 

The rates for money have advanced. We quote call loans to-day at 6 to 7 per 
cent. Last week call loans were advanced to 7 per cent. In some instances the 
commission was charged besides, while in others gold interest was charged. The 
great mass of the transactions, however, are reported for the month at 3 to 5 per 
cent. on Government collateral, and at 4 to 6 per cent. on stock collateral. In 
commercial paper there is little change. The best names are in demand at 6 to 7 
per cent., with little offering. 

In explanation of the absence of stringency, it is pointed out that the Western 
banks are much better supplied with floating capital than has been usual in pre- 
vious years. The excellent harvests of the past two or three years must, of course, 
be regarded as in part the cause of this ample supply of money in the West. 
Another reason which has been assigned is the heavy amount of capital which has 
been lent on mortgage from the East to the West since the Chicago fire. These 
large sums so advanced on the mortgage of real estate have been spent in the 
payment of wages, in the purchase of building material, and in other analogous 
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ways, so as to impart a lively movement to almost every branch of industrial 
enterprise. While the other sections of the community have been thriving in this 
way the farmers have also thriven from the good harvests and the lively demand 
for breadstuffs. The movements to which we have referred have been aided by 
the changes in the National Banking system, which tend towards centralization and 
make the country banks less dependent than formerly on New York. 

For these reasons the Western banks are well supplied with funds, and are not 
obliged to depend so much on Wall Street. The Chicago Tvibune says: ‘The 
packers have begun to put their paper on the market, and if'their applications 
aggregate as much as they usually do, the surplus of the banks will be rapidly 
reduced. In fact, the needs of the country banks are now so pressing that the sur- 
plus is not likely to last long. Money that was loaned the country banks 30 and 
60 days ago in the expectation that it would be coming back at this time, to be 
again lent elsewhere, is replaced by new paper instead of payment. The amount 
of renewals by country banks is very large, and there is also a lively demand for 
additional discounts. There is not much call upon the banks from their city cus- 
tomers. Considerable railroad paper has been discounted, including some made 
by the company recently raided on Wall street, and which was discounted at very 
favorable rates.” 

At this period of the year our money market is generally stringent. Many per- 
sons have been anticipating some monetary disturbance this season, and have been 
preparing for it in advance. So far, however, their expectations have not been 
realized. Still, the drain upon our banks for the West and South has been dimin- 
ishing their reserve at the rate of one or two millions a week, as will be seen from 
the following statement of the New York Clearing-House Banks: 


Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 


Nov. 29....$271,910,200 . $16,262,500 .$ 47,038,900 . $18,562,100 . $ 275,808,400 . $ 327,395,239 
Dec. 6.... 271,006,500 .. 15,157,500 .. 45,680,200 .. 18,750,600 .. 220,663,300 .. 460,562,564 


13...-- 268,390,400 .. 16,539,400 .. 43,320,900 .. 19,118,300 .. 206,966,900 .. 423,140,848 
20.... 265,512,500 .. 16,105,800 .. 41,960,500 .. 19,028,600 .. 204,236,000 .. 402,925,602 


The Boston Clearing-House statements compare as follows: 


“ 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 135,645,600 ... $718,700 ... $9,990,800 ...$ 81,566,800 ...$ 25,227,600 

135,736,900 ... 749,500 ... 9,768,800 ... 81,197,300 ... 25,308,200 

134,592,600 ... 790,200 ... 9,327,000 ... 79,708,500 ... 24,954,600 

133,100,100 ... 834,400 ... 9,193,800 ... 77,520,600 ... 24,997,500 


The Philadelphia statements are as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 

$ 59,918,947... $ 261,543 .$ 12,928,361 - $ 46,287,318 ..$ 10,617,613 

59,985,647 ... 236,763 ... 12,777,113 ... 46,466,298 ... 10,551,853 

59,692,044 ... 274,740 «+. 12,442,IOL ... 45,274,188 ... 10,573,452 

59,108,15r ... 318,339 .-+ 12,356,317 ... 44,918,084 ... 10,594,200 

The following are the nominal quotations representing the price in gold for 

other coin. Mexican dollars, of both old and new stamp, are quoted at the same 

rates: Trade dollars, 97¢98; American silver, large, 95@96; American silver 

quarters, 94% 295%; American silver, small, 87 292; Mexican dollars, 95% a 96%; 

English silver, 480 a 486; five francs, 92a@95; thalers, 69@71; English sovereigns, 

485 2 487; twenty francs, 382 a 390; Spanish doubloons nominal, 16.00 @ 16.50; 

Mexican doubloons, 15.50 @ 15.65; Mexican 20-peso, 19.50 2 19.65. Fine silver 
bars, $1.23 a $1.23% per ounce; fine gold bars, par to % per cent. premium. 

Up to 20th November the money coined in Germany amounted to 1,406,567,212 

marks, of which 1,233,434,870 marks were gold, 149,248,225 marks were silver, 

17,073,827 marks were nickel, and 6,810,295 were copper. 
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The United States Circuit Court, Kansas, has been considering several cases 
testing the validity of bonds voted by counties and cities in aid of railroads. These 
cases were generally decided in favor of the bondholders or railroad companies, and 
against the taxpayers. The doctrine of the Court in passing upon the main issue 
was, that where bonds have been regularly voted for a lawful object they cannot 
be nullified by informalities in their issuance, delivery or sale; and that, on the 
other hand, where bonds have not legally been voted on, or have been voted for 
an illegal object, they are void, even in the hands of innocent purchasers without 
notice, This decision makes it incumbent on the purchasers of bonds to see to it 
that their issuance had been regular and according to law. 

As to the amount of defaulting railroad bonds held in Europe, various estimates 
have been heretofore published. A Dutch authority gives the subjoined account of 


the railroad securities held in Holland: 
Sold in 
Total Issue. Netherlands. 


. Dividend-paying shares...... $ 123,602,000 .... $12,000,000 
. Bonds paying interest in part 21,450,000 feet 5,200,000 
. Bonds paying interest in full. 128,778,500 aa 52,075,000 
. Shares with some prospect of dividend 67,496,000 Kits 9,250,000 
. Speculative shares ; 000 rer 5,000,000 
. Bonds paying no interest ee 52,265,000 


$ 531,806,500 cree $ 135»790,000 

It thus appears that Holland owns about one-fourth of the total amount of the 
issues in which it is interested. On $66,515,000, or nearly one-half of its total 
holdings of American railroad securities, it at present gets no income whatever. 

The tax assessment question, to which we referred last month, is still discussed. 
It is reported on good authority that the tax assessors of this city have determined 
to levy the tax on the capital and the net surplus—less 10 per cent.—of each bank 
as shown by the last statement prior to the first of January. The amount to be 
levied on the National Banks can now be determined, but that on the State insti- 
tutions cannot be ascertained until the next quarterly statement, now nearly due. 

In behalf of the banks it is urged that if the commissioners [decide to tax 
the surplus, and if the courts sustain them, the effect will be to weaken the best 
banks in the city by inducing them to divide up their surplus among the stock- 
holders as far as they can legally. The State banks can divide all their surplus, 
and thus evade such assessment; the National banks by law must accumulate and 
hold a surplus of 20 per cent. of capital. Of course only the best-managed banks 
have accumulated a large surplus, the amount of it being the measure of the good 
management. A surplus is simply a guaranty fund, and a protection, not only of 
the interests of the depositors, but indirectly of the entire community. The 
National, State, and municipal taxation on banks now amounts to nearly 6 per 
cent. of their capital. On the other hand, it is urged in favor of taxing surplus 
that the banks instead of dividing it up will convert it into capital, and that if they 
do not, and the banking capital remaining is found to be inadequate, the banks 
will lose their prestige with their customers and the public. 

The National Trust Company will pay a dividend of 4 per cent. 3d Jan.; the 
N. Y. & Harlem R. R. 4 per cent. 3d Jan.; the N. Y. C. & Hudson 2 per cent., 
quarterly, 15th Jan.; the Union Pacific 2 per cent., quarterly, rst Jan. ; the Western 
Union Telegraph Company 2 per cent, quarterly, 15th Jan.; Illinois Central 4 per 
cent. 15th Jan.; Wells, Fargo & Co. 4 per cent. 15th Jan. 

The United States Supreme Court has given a decision in the long pending 
suit of the Government v. The Union Pacific Railroad. The decision is against 
the Treasury and in favor of the Railroad Company. The questions do not 
seem to be fully settled, however. A Washington despatch announcing Senator 
Wright's bill says: ‘‘ The bill introduced by Senator Wright to declare the inten- 
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tion of the laws of 1862 and 1864, the one creating the Union Pacific Railroad 
and the other amending its charter, is the first step toward doing justice to the 
Government as between it and the Company in the matter of the deferred interest 
upon the bonds issued in aid of the Company. With a legal definition of the laws 
of 1862 and 1864, in the shape af an amendment to them, a new case can be made 
up against the Company and again taken to the Court of Claims, and thence, if 
necessary, to the Supreme Court, with the result of reversing the opinion recently 
rendered that the Company was not bound to pay this interest until the expiration 
of thirty years. With the passage of this amendment the Court would be bound to 
consider it a part of the law bearing upon the Company, and as the debates in 
Congress leave no doubt what the amendment would be, the Company would be 
compelled to discharge its honest obligation to reimburse the Government semi- 
annually to the extent of the interest paid upon the bonds, which, by the way, are 
known in Wall street and among investors as currency sixes.” 

The German railways were reported 31st October, 1875, at 23,412 kilometers, or 
1,899 kilometers more than a year ago. The total receipts amounted to 662,229,480 
marks, showing an increase of 40,099,271 marks over the year 1874. 

Several important resumption bills have been already introduced into Congress 
and referred to the appropriate committees. The most noteworthy are those of Mr. 
Chittenden and Mr. Farwell. The bill offered in the House by Mr. Chittenden, of 
New York, to fund the,legal-tender notes of the United States and prepare the way 
for the resumption of specie payments as soon as may be practicable, provides 
that the Secretary of the Treasury be authorized and directed to sell for legal-ten- 
der notes, to be immediately canceled and destroyed, on the first Tuesday of each 
and every month, in the city of New York, to the highest bidder, by such methods 
as are now employed in the sale of Government gold coin, the bonds of the United 
States for three millions of dollars, coupon or registered, as may be most for the 
advantage of the Treasury for the time being, bearing interest, payable in gold 
coin semi-annually, at the rate of 4% per cent. per annum, the principal of such 
bonds to be payable in thirty years from the 1st of January, 1876, in gold coin; 
the act to take effect immediately, or as soon as the bonds hereby authorized can 
be prepared. 

The resumption bill introduced by Mr. Farwell, of Illinois, provides as follows: 
1. That the Secretary of the Treasury shall retire and cancel, on the first day of 
each and every month, beginning on the rst of July, 1876, one million dollars of 
United States notes; but when the United States notes shall be par with the gold 
coin of the United States, he may cease such retirement and cancellation. 

2. That to enable the Secretary of the Treasury to carry out the provisions 
of this act, he is hereby authorized to use the surplus revenue of the Treasury; 
but if such revenues should at any time be insufficient for this purpose, he is 
hereby further directed to sell bonds of the Government to a sufficient amount to 
carry into effect the provisions of this act. 

The immigration for the year ending June 30, 1875, is reported by the Bureau 
of Statistics at 227,498. From the culminating point in 1873 the influx of foreigners 
fell off to the extent of 146,464 in 1874, and 85,841 for 1875, making a decline of 
232,305 since the first year named. One principal reason for this is the general 
prostration of business in this country during the past two years, and the conse- 
quent diminution in the demand for labor. Other nationalities have fallen away 
about. one-half in the lists since 1873, but the number of new comers from Germany 
is less than one-third as large this year as it was two years ago. We have 
recently called attention to the remarkable efforts made by Government agents in 
some European countries to discourage, by legislation and in every way, the de- 
parture of their citizens to the United States. To these efforts, in part, the decline 
of immigration is no doubt due. 
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The latest despatches from Paris inform us that the Finance Minister, M. Leon 
Say, has announced to the Budget Committee that there would be an almost exact 
equilibrium this year. The 65,000,000f. deficit was to have been met by 24,000,000f. 
fresh taxes and a loan of 40,000,000f. from the bank. Supplementary credits after- 
wards amounted to 63 millions, but on the other hand, 30,000,000f. were struck off, 
and the receipts, even without supposing an increase in November and December, 
will be 100,000,000f. over the estimates. There will be no need to borrow the 
40,000,000f. from the bank, for the receipts and expenditure will both be about 
2,656,000, 000f,. 

The Foreign Imports at New York for eleven months, from January rst, com- 
pare as follows: 

1873. 1874. 1875. 
Entered for consumption. .... niswacenaen $162,254,405 .... $162,126,165 .... $138,275,125 
Entered for warehousing 117,378,937 -+-+ 100,247,004 .... 85,342,054 
80,112,343 «--. 100,817,010 .... 82,975,469 
2939708 os ee 5,759,089... 12,802,601 


Total entered at port $376,883,476 .... $358,949,868 .... $319,395,249 

The foregoing report of Imports at this port for eleven months is the smallest 

for a number of years, as will be seen from the fact that for the corresponding 

period in 1871 the Imports were $359,404,132, and in 1872 $ 405,008,181. 

, The coin receipts for customs at New York, from January 1, compare as fol- 
ps 1873. 1874. 1875. 

$35,758,538 97 .- $31,022,241 94 .. $ 30,207,512 85 

26,222,977 68 .. 25,865,611 33 ..  23,7339721 49 

33991737 39 -- 32,857,435 80 .. 30,854,881 40 

7,656,384 95 .. 8,678,567 56 .. 8,208,316 27 

In November. ...........00 eran 5,588,338 86 .. 6,364,435 53. -- 7:034,576 39 


Total eleven months $ 109,217,977 85 ..$ 104,788,292 16 —.. $ 100,039,008 40 
The foregoing figures refer only to the port of New York, and represent gold 
values. The Imports are stated at their foreign cost in gold, freight and duty 
unpaid. 
The Exports from New York to Foreign Ports for eleven months, from Jan- 


uary 1st, are as follows: 
1873. 1874. 1875. 


Domestic produce $264,499,136 .... $251,766,476 .... $224,451,482 
Foreign free goods 9,013,212 .... 1,979,272 «..- 1,821,116 
Foreign goods dutiable 8,482,307 .... 6,689,700 .... 5,965,768 
Specie and bullion 46,212,390 .... 48,724,587 ....  65,7931440 


$321,207,045 .... $309,109,934 .... 298,031,806 
274,994,055 +--+. 260,435,347 ---. 232,238,366 


DEATHS. 


At SALEM, N. J., on Saturday, November 27th, aged seventy-one years, 
GEORGE W. GARRISON, President of the Salem National Banking Company. 

At Ausurn, N. Y., on Friday, December 3d, aged eighty-four years, JAMES S. 
SEYMOUR, President of the National Bank of Auburn, and Cashier, since the year 
1817, of its predecessor, the Bank of Auburn. 


At NEWBURYPORT, MAss., on Wednesday, December 15th, aged seventy years, 
jacos Stone, Cashier of the First National Bank of Newburyport. 
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